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NEED FOR INCREASED DEMOCRACY IN AGRICULTURAL COOPERATIVES 


Tirana RRUGA E PARTISE in Albanian No 5, May 80 pp 40-49 


[Article by Minister of Agriculture Themie Thomai: "The Strengthening of 
Cooperative Democracy--the Principal Factor to Perfect the Management of 
Agricultural Cooperatives") 


[Text] Great victories have been achieved in our country during the 
years of the people's power for the socialist transformation of agri- 
culture, for its development and intensification. The collectivization 
of agriculture ensured a great, speedy and comprehensive development of 
production forces in the village. From the time of the creation of the 
first agricultural cooperatives to the present, the cooperative system 
has been continuously developed and strengthened, and considerable quan- 
titative and qualitative changes have taken place, especially after the 
process of the expansion of agricultural cooperatives. 





The means of production which initially became socialized, when the 
agricultural cooperatives were created, were the result of the accumula- 
tion of the personal work of the members, whereas now the means of pro- 
duction which they have in collective use are entirely the result of the 
accumulation of social work and their value has multiplied. In the same 
manner, the value of total agricultural production in 1979 has increased 
3.7 times in comparison to 1960, and in comparison to 1967, it has in- 
creased 1.8 times, whereas the value of the basic means in 1979 has in- 
creased 2.4 times in comparison to 1967, and 1.6 times in comparison to 
1970. As a result of the constant unification and development of agri- 
cultural cooperatives, today each agricultural cooperative consists of 
an average of 5.8 villages, 1,240 hectares of workable land and 1,130 
workers, compared to an average of 1.2 villages, 220 hectares of work- 
able land and 160 workers which it possessed in 1960. All these have 
continuously strengthened the social character of property and work in 
the cooperative sector, and as a result, the cooperative members are, 
more and more, considering collective property as a principal source of 
the constant improvement of their material and cultural well-being. 


Agricultural cooperatives have been strengthened also from the economic- 
organizational point of view and are now proceeding on the road of 

















intensive devi lopment. Agricultural production is being eatablished 
increasingly better on healthy scientific bases. Important steps have 
been taken in the area of concentration of apecialigzation and coopera~ 
tion of the branches. The level of mechanization and chemicalization 
has been raised, the irrigated area has been expanded, investments 
for the land and other investments have increased, all of which have 
lead to an increase in the fields of farm crope end livestock. For 
the fourth year in a row, the agricultural cooperative members and 
other aycicultural workers are satisfying all the country's needs for 
bread yraing. 


These achievements are the result of the correct and farsighted policy 
of the party and of the teachings of Comrade Enver Hoxha on the solu- 
tion of the agrarian question and the building of socialism in the 
village. They are proof of the superiority of the socialist coopera- 
tive order. 


The Seventh Plenum of the party Central Committee stressed that the 
current level of the country's development requires that the manage- 
ment and organization of labor be raised to a new higher scientific 
level, that the art of management be assimilated more thoroughly by 

the masses so as to better and better serve the solving of the great 
problems which the building of socialism and the strengthening of the 
defensive capacity of the country place before us. This constitutes 
one of the principal links for the development and further strength- 
ening of the cooperative system, and for the further advancement of 
agricultural production. And it should be said that within the frame- 
work of the entire activity for the perfecting of the scientific organ- 
ization and management of work, an important place is occupied by the 
further strengthening of cooperative agriculture as the only way of 
managing collective ownership which strengthens the cooperative system, 
prevents bureaucratic manifestations and erroneous methods of managing 
the cooperative economy, which increases the mobilization of the cooper- 
ative members to put all their mental and physical energies in the 
service of production. 


Agricultural cooperatives have been set up as a result of the voluntary 
unification of the peasantry, their constant development is based on 

the common property and work of all themembers of the cooperative, 
therefore, the organization and management of every activity has been 
carried out and is carried out on the basis of cooperative democracy, as 
4 component part of socialist democracy as a whole, and in the frame- 
work of the single, overall state plan. 


The Politburo decision "About Some Matters Related To the Further 
Strengthening of Cooperative Democracy," stresses, among other things, 
that "the party basic organizations, the elected organs and the general 
assemblies of the members must base their entire work for the economic- 
organizational strengthening of the agricultural cooperatives, for the 

















further development of the cooperative economy, for the education of 
the cooperative members with love for work and collective property, 

on the statute ot the agricultural cooperatives and on the rules estab- 
lished by the general assembly and must work for their etrict implemen- 
tation" (Main Documents of the AWP, Vol V, p 49). 


in implementing this decision, the party has continuously fought the 
shortcomings and foreign bureaucratic and liberal manifestations which 
have been observed in the implementation of the statute of the agri- 
cultural cooperatives, in management, in planning and in the organization 
of production and work, by considering them, among other things, mani- 
festations which weaken cooperative democracy, hurt socialist relations 
in production and form the basis for short-comings, weaknesses, mistakes 
and anti-socialist distortions in the development of the cooperative 
system. Annual analyses and the elections of managing organs in the 
cooperatives which took place early this year, as well ase the election 
of the delegates to the Sixth Congress of Agricultural Cooperatives, to 
be held June 9, have served the strengthening of cooperative democracy, 
the increase of the role of the organs elected by the general assembly 
of the members, and so forth. 


But, as the economic-financial analyses of the 1979 results also showed, 
along with the work and the efforts made for the fulfillment of the plan 
and the results which have been attained, there also have been nonful- 
fillments, the causes of which vary and which generally are of a subjec- 
tive nature, but one of the main causes has also been the fact that in 
the solution of problems the line of the masses is not implemented every- 
where and always. Thus, there are cases when sone cadres in the coopera- 
tives do not solicit and do not properly listen to the opinions of the 
members on solving the problems of the common economy and of production, 
or they solicit opinion formally and at times go so far as to take 
arbitrary measures and engage in activities which are contrary to the 
requirements of cooperative democracy. 


From time to time, the party has presented and clarified a series of 
questions which have to do with the establishment and impelmentation of 
correct relationships between democracy and centralization, between 
rights and duties, between the combination of methods of persuasion and 
administrative measures and other things, and any underestimation and 
any stand which hinders the active participation of the cooperative 
members in the management of the economy is wrought with negative conse- 
quences. “The issues of the broad participation of the masses in the 
management of projects, the perfecting of management and organization 
work by the party and its links--Comrade Enver Hoxha teaches us--have 

to do with a great question of principle, with the fate of our revolu- 
tion, with the uninterrupted strengthening of the dictatorship of the 
proletariat and of our socialist system, with the broadening and streng- 
thening of our socialist democracy." And the strengthening- consolida- 


tion and ever greater development of cooperative units proves that in 
this direction a good work has been done and is being done. But there 
is no room for complacency. 











lt is known that the basic principles of construction and of the econ- 
omic and organizational activity of the agricultural cooperatives are 
incorporated in the individual statute of every cooperative approved 

by the general assembly, which is based on the fundamental principles 
defined by the model statute approved by the Congress of Agricultural 
Cooperatives. Any activity which violates the statute, no matter who 
the violater may be, constitutes a serious violation of cooperative 
democracy, suppres:es the creative initiative of the masses and is 
incompatible with the party line. But how can one fight and work well 
for the implement. ton of these principles and of cooperative democracy 
when the statute, in which they are incorporated, is not well known not 
only by the cooperative members, but also by some agricultural cadres 
and specialisis? 


“herefore, in the struggle for the understanding and implementation of 
the tasks for the economic-organizational strengthening of agricultur- 
al cooperatives, tor the implementation of the tasks in the area of the 
development of agriculture, it is necessary for us to know, understand 
and implement more deeply the statute of agricultural cooperatives, so 
that every communist, cadre, and average cooperative member will assim- 
ilate and correctly implement its requirements. In particular, special 
attention should be given to work with the young people who are joining 
the agricultural cooperative for the first time. It is necessary to 
work with them so as to acquaint them with the demands of the statute 
and of the other rules, in the same manner as one works with the young 
workers of agricultural cooperatives to familiarize them with the Labor 
Code. 


The problems of cooperative democracy are very broad. They have to do 
with che entire range of socialist relations in production, with the 
active participation of the r°sses in the management and uninterrupted 
development of common property, with rights and duties, with work dis- 
cipline, with the functioning and implementation of the rights of elect- 
ed organs, with the relationship between centralism and democracy, with 
the relations between the coc -eratives and the organs of authority, 
with state institutions and economic enterprises, with the participation 
of the masses in the discussion, drafting, and fulfillment of annual 
and five-year plans, and so forth. 





In the entire broad range of cooperative democracy, of the ways and means 


of its fulfillment, an important place is occupied by the functioning 
of the management organs of the cooperative. 


As is known, the general assembly is the highest management organ of 
the cooperative which expresses the will of the members. As such, 
it is responsible and enjoys fully the right to decide on the r-st impor- 
tant issues of cooperative life, to exercise continuous control over 
production and distribution and over the entire activity of its elected 
organs. It is the general assembly of the members alone which decides 








on the powers possessed by and the problems to be solved by the elected 
organs of the agricultural cooperative, the representatives, the chair- 
minship, the control-auditing commission and so forth, Therefore the 
proper assessment and organization of the general assembly of its mem- 
bers is of great importance for the implementation of cooperative democ- 
racy. And life has shown that in those agricultural cooperatives in 
which che role of the general meeting is correctly assessed and concrete 
measures are taken for its development in compliance with the coopera- 
tive statute, the members carry on a lively discussion, demand account~- 
ability from the organs and the elected cadres, criticize and denounce 
all erroneous activities, no matter who commits them, express their 
thoughts and make proposals for the proper handling of the work, and 
after the meeting feel themselves more committed and responsible for the 
implementation of the decisions made and the tasks set. 


It is a fact that the enlargement of agricultural cooperatives has made 
it diffieult to convene and hold the general assembly of the members of 
the cooperative in one place. But under no circumstances should this 
become a reason for playing down the role of the general assembly and 
replacing it with the meeting of representatives, as it has happened 

in some cases. Experience has shown that the general assembly is able 
to carry out its functions and powers very well by also meeting on the 
sector level not less than twice a year. What should be kept well in 
mind is that the general assemblies of the members of the cooperative, 
when organized on a sector level should not take on a narrow character 
of analysis of work and of the treatment of problems simply of this or 
that sector by whose members the meeting is carried out, but they should 
treat the main problems on a cooperative level, and, on this level, 
accountability should be given to and demanded from the elected organs 
and cadres, as weil as from the administrations. 





In the large cooperatives and with a big territory, some powers of the 
general assembly are left to the meeting of representatives of the 
members of the cooperative. Also the election, the functioning and im- 
plementation of the rights of the assembly on the basis of the principles 
defined in the model statute for agricultural cooperatives and in the 
basic statute of the higher type cooperatives, has been carried out and 
is being carried out in compliance with the criteria of cooperative 
democracy. Thus, for example, in the agricultural cooperative of Dajc 
in Shkoder District, of Bucimasi in the Pogradec District, of Plase 

and of Mirasi in Korce District, of Cakrani and of Grecalli in Fier 
District and others, by showing special care about the participation in 
the assembly of cooperative members distinguished at work and as social 
activists, people with principles and intolerant toward shortcomings, 
but also by properly assessing this organ, It has become possible for 
the meetings of representatives to be convened regularly to examine 

the issues placed under their jurisdiction by the general assembly. 

And it is a fact that in these agricultural cooperatives and other sim- 
ilar ones, the representatives play their role as elected organs which 

















exercise contiol over the activity of the chairman of the cooperative, 
over the work of the control auditing commission of the cooperative and 
of other permanent or Cemporary commissions, and give accountability 
about their work to the voters, by being responsible for the fulfill- 
ment of the tasks, 


But, although the eum total, in general, is positive with regard to 

the functioning of the representatives and the implementation by them 
of the powers given them by the general assembly, it cannot be said 
that there are no weaknesses and shortcomings. Last year, in some 
cooperatives, the representatives did not meet for months in a row, 
whereas in some cases it has happened that the rights have been taken 
away trom them by the chairmen of the cooperatives, formal meetings 
‘ave been held but not on the principal problems of the representatives, 
and instead of making economic-financial analyses, only a few recommen- 
dations are issued or tasks are assigned for various campaigns. It is 
clear that negative manifestations of this kind in the functioning of 
the representatives harm cooperative democracy in one way or another, 
therefore, it is necessary to fight them and to eliminate them as such. 


By putting the stress especially on the increase of the roie of the 
general assembly of the members and of the meeting of representatives 

of the agricultural cooperatives, there has never been an underevalua- 
tion of the role of the chairmanship of the cooperative as an elected 
organ for the management of the everyday work, on the basis of the 
rights given it by the statute of the agricultural cooperative. The 
issue is for every elected organ, including the chairmanship of agri- 
cultural cooperative, to work in the best possible manner without giv- 
ing up powers or taking powers from one another. But because experience 
shows that many of the issues which were examined above, and many others 
which have to do with the organization of work, with the monitoring of 
the implementation of tasks and so forth are very closely related to 

the work of the chairmanship, especially with the work method of the 
chairman and of staff of the chairmanship, the party and Comrade Enver 
Hoxha urge that particular attention be shown to increasing the role 

of the chairmanship, to strengthening its collective work, through the 
rigorous implementation of all the tasks and rights established for them 
by the statute and by the general assembly of cooperative members. 


We stress this also because that role of the chairmanship of the cooper- 
ative as a collegial organ is not up to the required level everywhere. 
There are chairmanships whose assemblies and activities are dominated 

by current problems, the orders for compensation, edicts and so forth, 
instead of being deeply concerned with the most pressing problems of the 
present and long-range economic-production activity of the cooperative, 
with the problems of the development of the technical-scientific revolu- 
tion, for increasing agricultural and livestock production, and so forth. 
Also the activism of the members of chairmanship leaves much to be e- 
sired in some instances. They do not participate very often in 

















discussions, and they offer few thoughts about the problems which are 
analized. This happens also because its members are not always 
acquainted on time with the issues under examination, in order for them 
to be able to and to have time to consult the masses and to be prepared. 
But this happens also because in the work method of come chairmen there 
is evident the erroneous tendency to solve problems by relying on tech- 
nical-administrative personnel, on the heads of secotrs, on team lead- 
ers and specialists, casting aside the people elected to the various 
organs. 


Of course, when we critize manifestations of this kind, we are not say- 
ing a! all that the chairman and the other cadres of the cooperative 
should not rely on the apparatus of the chairmanship and on the staffs 
of the sectors. On the contrary, they must rely very much on these 
organisms where there are expects who must speak openly about the vari- 
ous probleme. But at the same time, the ties of the management cadres 
of the cooperative with all the ei .cted people must be strengthened a 
great deal; they must continuously consult with them, not only because 
this is a basic demand for the functioning of the elected organs, but 
also because the number of cooperative members elected to the various 
organs is several times greater than that of the administrative person- 
nel, and that without soliciting their creative thoughts, without the 
general mobilization of the elected people, neither the tasks establish- 
ed, nor the thoughts, proposoals and the recommendations of the special- 
ists and of the management cadres would be fully implemented. 


A great positive influence for the elevation of the role of the chair- 
manship of the cooperative as a collegial management is the election to 
this organ of the most capable people who make continuous efforts to 
improve their skills, to increase their educational, technical-profes- 
eional level and their skill as organizers, people who work with a high 
conscience, and place all their abilities in the service of the good 
progress of work. During the elections of the current year for the 
chairmanships of the cooperatives, considerable improvements were made 
in their composition. Among other things the number of members with 
middle and higher education was incr-eased. But in these issues con- 
tinuity is required, because every two years a good pert of the members 
of the chairmanship are newly elected, some also lack experience, there- 
fore, continuous attention must be given to the improvement of the com- 
position, the raising of the ideological-political and technical-profes- 
sional level of the members of the chairmanship. 


The chairmanship of the cooperative is obligated to give regular reports 
before the general assembly of the members and the meeting of represen- 
tatives, it must rely strongly on the thoughts of the masses, it must 
manage the entire work on the basis of the principles of the statute and 
of the internal rules of the cooperative. It is therefore necessary to 
understand well that the chairmanship is the enforcer of the will of the 











cooperative ard, as such, it must carry out all of its activities in 
the interest of the collective and of society as a whole. It is the 
task of the chairmanship of the cooperative and of its chairman to 
coordinate and to properly activate the production, planning, finance, 
and cadre Lranches, the staffs of the sectors and of brigades, all the 
cadres and the specialists, so that everyone is fully responsible for 
the assigned tasks, and that both the collective responsibility and 
personal responsibility for the tasks of the plan are deeply and con- 
cretely felt. 


An important piace within the framework of the strengthening of coopera- 
tive democracy is also occupied by the elevation of the role of the con- 
troi-auditing commissions. It is a fact that their role has been on a 
sonstant rise. But there are still cases when the control-auditing 
commissions do not carry out all the tasks as organs independent of the 
chairmanship, as permanent organs of control of the general assembly of 
the members of the cooperative, whose task is to exercise control over 
the entire economic, financial and organizational activity of the coop- 
erative and of che elected organs. Comrade Enver Hoxha reminds us that 
this is one of the main reasons for the party and state organs in the 
districts, basic party organizations and the people's councils in the 
united villages, to occupy themselves more with the activation of the 
control-auditing commission in the cooperatives, with the revitaliza- 
tion of their life and activity, so as to exercise the rights assigned 
to them, by placing them fully in the defense of the interests of the 
socialist, cooperative property, and to take the necessary measures 
against the violaters of the statute, against those who engage in ille- 
gal activities. 


Life has fully proven the correctness of the party's recommendation that 
without a convincing educational work with the cooperative masses to 

make them conscious of their role and responsibility to further the 
cooperative system, the economic, social and cultural condition of the 
village cannot be steadily improved. Every success in these directions 
depends, in the first place on the work of the cooperative members who 
are joint owners of the means of production, producers and consumers 

of the material and cultural goods. If in the agricultural cooperatives 
of Kemishtaj in Lushnje District, Bushat in Shkoder District, Lapardhe 

and Poshnije in Berat District, of Piase and of Lumalasi in Korce Dis- 
trict, Bucimasi in Pogradec District and in many other ones, good results 
have been achieved, the source for thisis also the fact that the economic 
organizational strengthening of these cooperatives has become the prob- 
lem of a.l the cooperative members and their creative thought and their 
executing activity have been better involved. 


In many agricultural cooperatives the work of soliciting the creative 
thought of the member of the cooperative during the drafting of the pro- 
duction plans, and defining the technical-organizational measures for 














their fulfillment is well organiged, This is also happening now during 
the work for the drawing up of the Seventh draft five-year plan, On 
the basie c. the party's guidelines, broad discussions are going on 
everywhere with the masses to draw up 4 realistic and mobilizing plan, 
relying fully on our own forces, 


However, the involving of the creative thought and of the executing 
activity of the masses in organizational and management work is not a 
question of a campaign, We stress this because following the drafting 

of the plans, during the practical, organizational and management work 
which is carried our for their fulfillment, the skilled opinion of the 
cooperative masses is not taken into consideration always and properly. 
And this ie one of the reasons why, not infrequently and not only in 
some cooperatives, the material resources and reserves, the progressive 
experience, and the readiness of the workers to succeed in any circum- 
stance are not utilized fully and wisely. Practice shows that without 

a good performance in this field, the material reserves and resources 
which are many and complex in the field of agricultural and livestock 
production, cannot be properly and wisely utilized. Thus, there are 
many instances when the irrigation capacities, the organic and chemical 
fertilizers, various machines, the production potential of hybrid seeds, 
of breeding animals and so forth, as well as the great reserves which 
progressive experience produces for the increase of the agricultural and 
dairy production are not utilized with the required effectiveness. As a re- 
sult, the planned resulte in increasing yields of farm crops and livestock 
are not achieved, the effectiveness of production expenditures is unsat- 
isfactory, and the possible and necessary accumulation to obtain the 
expanded socialist reproduction according to the required pace, is nor 
ensured. This has happened, for example, with the Jube-Sukth higher type 
agricultural cooperative in Durres District, which although it possesses 
,00d climate and soil conditions, has created during the past few years 
secious shortcomings in the fulfillment of plan tasks, because in its 
management work it has shown harmful bureaucratic manifestations which 
have hindered the participation of the cooperative members in the manage- 
ment of the economy, which have suppressed their opinion and have 
stifled their initiative, because everything was decided only by the 


chairmanship, especially only by the chairman, the heads of sectors and 
the team leaders. 


Work with the people is the main guarantee for overcoming all difficul- 
ties and for the fulfillment of the established tesks. Therefore, the 
party has criticized as very harmful the instances when the state and 
economic organs, starting with the base and up co the central ministries, 
occupy themselves more with the solving of the technical side of the 
probleme and do not devote the necessary care to work with the people. 

To manage, stressed J.V. Stalin, means, in the first place, to convince 
the masses. Practice has proven and proves daily this conclusion 
through many facts and examples. Thus for example, if during the work 
for the fulfillment of tasks, scientific discipline is not properly 




















carried out, he cause must be sought, among other things, in the fact 
that the coop. rative members, that is those who work for the realiza- 
tion of taske, have not created the necessary convictions, and have 

not become conscientious in implementing it etrictly. And this happens 
because, as Comrade Lover Hoxha etressed at the Seventh Plenum of the 
party Central Committee, sometimes it seems that we are more concerned 
about and pay more attention to the metal and to the land than to the 
people, to those who manage, work and create, 


The struggle agai>.t all manifestations of bureaucracy, technocracy 

and liberalism {> the management of the cooperative economy, achieves 
greater results when the cooperative members themselves, under the dir- 
ection of the basic party organigations, demand the full and continuing 
implementation o: their correct opinions and proposals. Concerning 

hie question, of great importance is also the work carried out by the 
Ministry of Agriculture, the party committees and the executive commit- 
tees of the district people's councils, to gain a thorough knowledge of 
the problema of cooperative democracy and to concretely help the basic 
party organizations and the chairmanships of agricultural cooperatives. 
We stress this because the situation of every cooperative in regard to 
the implementation of the norms of cooperativist democracy is not always 
known thoroughly and analyzed concretely the various comments of the 
cooperativists about cases when their voices are not heard or about the 
arrogant activities of some manager, are noi. always correctly evaluated, 
and in some cases, the work of the cadres has been evaluated only on the 
basis of chance information, or from personal considerations, without 
taking into consideration the thoughts of the cooperative members. 


By viewing and treating the problem of the development and impelmenta- 
tion of cooperative democracy as a question of great political, ideolo- 
iogical, organizational and economic importance and as an important 
aspect of the class struggle, the basic party organizations face impor- 
tant tasks for the continuing strengthening of collectivization, for 
increaseing the direct interest of the cooperative members in common 
work and property, for their active participation in the broad and 
systematic discussion of all the issues which have to do with the com- 
prehensive development of the economy and of all aspects of life in 
our socialist village. 





in this context, of special importance is the concentration of the work 
of the state and economic organs, especially of the chairman of the 
cooperatives and their apparatus, as close as possible to production, 

are where the entire organizational and management work is carried out, 
for the fulfiliment of all the assigned tasks. From this standpoint 

the requirement that for the solving of the various production problems, 
the opinion of the cooperative members from the brigade level should be 
involved widely and daily can be considered satisfied. The weekly meet- 
ings and discussion about the expansion of progressive experience, the 
meet.ngs for the drafting and fulfillment of the plan tasks and so forth, 
are important forms of the broad and active participation of the coopera- 
tive members in the management of the cooperative, are a concrete exer- 
cise of cooperative democracy. 
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Cooperative democracy, a8 4 component part of our socialist democracy, 
is made possible only under conditions of the dictatorship of the pro- 
letariat., The comprehensive economic-soecial development of coopera- 
tives is managed in a centralized and planned manner by the state, but 
alwaye treating them as masse economic organizations. The ties and 
relations of the agricultural cooperatives with the state organe and 
inatitutions and with the economic enterprises, as well ae with the 
machine tractor stations, with the agricultural bank, with the techni- 
calematerial supply branches, with the coilection enterprises, with 
the trade enterprise and so forth, are being constantly perfected. But 
atill better work must be done in the direction of the implementation 
of contract relations, of technical-material supply and of the collec- 
tion of all agricultural and livestock products. 


As 4 result of the entire work which has been carried out and is being 
carried out in the context of the popular discussion in drawing up the 
draft Seventh Five-Year Plan, and of the measures which are being tak- 
en to greet with the best possible results the Sixth Congress of Agri- 
cultural Cooperatives, the cooperative and all the other agricultural 
workers are mobilized to fulfill ever better the tasks set for 1980, 
which is the final year of the Sixth Five-Year Plan. In this context, 
quite a few outdated concepts, forms and practices of the management 

of agriculture in the cooperatives are being overcome and are being 
replaced with more advanced methods and practices. But, the perfecting 
of the management of work and of production in the agricultural cooper- 
atives, like anywhere else, is not a question whicu is solved once and 
for all, on the contrary, this is a continuous and uninterrupted process, 
with its own specific character, which is tied to the development of 
production forces and the perfection of socialist relations in produc- 
tion in group property up to the point when it is raised to the level 

of property of the entire society. This is one of the main reasons that 
cooperative democracy will always remain fully active, in accordance 
with the level of development of this sector of the socialist economy. 
The party has stressed that only under conditions of the broad develop- 
ment of internal democracy and of the improvement of economic relations, 
will the cooperativist order constantly develop, agricultural and live- 
stock production further increase, the plan tasks be better fulfilled 
and faster steps be taken on the road to the further economic-organiza- 
tional strengthening of agricultural cooperatives in which the largest 
part of the population works and lives. 
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BULGARIA 


REPORT ON FULFILLMENT OF SIX=-MONTH ECONOMIC PLAN 
Sofia RABOTNICHESKO DELO in Bulgarian 25 Jul 60 pp 1-2 , 


(Announcement by the Committee for the Unified System for Social Informa- 
tion of the Council of Ministers on the Fulfillment of the Unified Plan 
for the Socioeconomic Development of the Bulgarian People's Republic in 
the First Half of 1980: "Stable Development Pace"’ 


(Text) In the first half of the final year of the Seventh Five-Year 
Plan, 1980, the national economy continues to develop successfully. As 

a result of the application of the new economic approach and the developed 
socialist competition among labor collectives the plan for the basic 
indicators characterizing production effectiveness was fulfilled as 
follows: 


- net output, 102.6 percent; 
- social labor productivity, 106.2 percent; 
— net output per 100 leva productive capital, 104.1 percent. 


Scientific and technical achievements are being applied in production at 
a faster pace: the plan was fulfilled 106.4 percent. A total of 350 
new and improved goods, 528 new and improved technologies, 169 designs 
for automated systems and 50 new and improved plant strains were applied. 


Considerable funds were appropriated for the further strengthening and 
expansion of the material and technical base of the national economy and 
the planned implementation of the  cioeconomic program. Capital invest- 
ments in the national economy totaled 2.4 billion leva for the first 
half of the year. A total of 1.1 billion leva were invested in the 
modernization, reconstruction, and expansion of production capacities 
alone. 


Il. Industry 
The semiannual plan for income from commodity marketing was fulfilled 


99.9 percent; the plan for marketable goods produced was fulfilled 100.5 
percent. 
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The plan fulfillment by basic economic ministry, department, and okrug 
was as tollows: 


Plan fulfillment in the first half 


of 1980 in percent 
Produce Sold 





Ministry or Department 











Marketable Goods Marketable Goods 

Ministry of Power Supply 100.1 100.7 
Ministry of Chemical Industry 100.3 101.4 
Ministry of Machine Building 101.0 103.8 
Ministry of Electronics and 

Electrical Engineering 101.5 101.7 
Ministry of Light Industry 102.7 102.6 
Ministry of Metallurgy and 

Mineral Resources 100.4 97.3 
Ministry of Transport 102.1 98.6 
Ministry of Internal Trade and 

Public Services 103.4 100.7 
Okrugs 
Sofia City 101.4 101.6 
Blagoevgrad 103.2 98.1 
Burgas 100.7 101.7 
Varna 103.3 100.9 
Veliko Turnovo 100.4 100.5 
Vidin 101.7 101.6 
Vratsa 101.4 99.4 
Gabrovo 101 8 99.9 
Kurdzhali 101.4 98.3 
Kyustendi | 101.8 99.2 
Lovech 100.6 99.6 
Mikhaylovegrad 101.9 100.0 
Pazardzhik 101.2 100.3 
Pernik 100.4 97.4 
Pleven 99.0 101.3 
Plovdiv 101.2 100.9 
Razgrad 101.8 102.8 
Ruse 101.8 100.3 
Silistra 100.0 98.4 
Sliven 102.2 104.8 
Smolyan 102.0 102.0 
Sofia 102.0 98.9 
Stara Zagora 100.8 98.0 
Tolbukhin 101.5 97.7 
Turgovishte 103.4 101.8 
Khaskovo 100.7 100.3 
Shuron 101.8 101.5 
Yambol 98.4 98.6 











Some economic organizations and branches failed to insure fully the 
planned cash income from the marketing of goods as a result of production 
lags and delayed shipment of some commodities. 


Industrial production effectiveness rose during the first half year. The 
plan for lowering material and other outlays was fulfilled. The 
ministries of power supply, chemical industry, light industry, construc- 
tion and construction materials, forests and forest industry, and others 
produced their output with lesser material outlays than planned. A 
greater increase in the net industrial output was achieved as a result 

of savings of raw materials, materials, fuels, and energy, and higher 
social labor productivity. 





Production of some 


“Goods pro- Plan tulfill- first half of 








basic goods measure duced in te ment in the 1980 in percent 
first half firet half compared with 
of 1980 of 1980 in first balf of 
percent _ 1279 

Electric power million kwh 17522 100.5 106.8 
Pig iron for 

processing tons 774159 99.9 102.1 
Rolled ferrous metals " 1539819 100.6 100.1 
Lathes pieces 4575 98.1 135.7 
Forklift trucks e 23396 103.8 94.6 
Electric hoists e 57025 101.7 106.5 
Electric motors we 605043 100.1 109.9 
Internal combustion 

engines - 7400 100.0 144.6 
Power transformers 3791 104.0 125.2 
Calcinated soda tons 737256 102.4 100.5 
Nitrogen fertilizers 

(incl. carbamide) e 383347 100.2 115.2 
Cotton fabrics thou.meters 172625 103.4 97.8 
Shoes thou. pairs 12333 103.3 101.7 
Meat tons 212767 96.1 99.1 
Butter a 11442 99.2 96.9 


The intrasectorial structure of industry continued to improve. Priority 
was insured for sectors influencing the acceleration of scientific and 
technical progress and upgrading economic effectiveness. Machine build- 
ing, and the chemical, metallurgical, and power industries developed at 
a high pace. The share of these sectors in the overall volume of indus- 
trial output reached 45.1 percent. 


ll. Agricuiture 


In the first half of the year agricultural work in the country was 
carried out under adverse agrometeorological conditions in a number of 

















areas, Despite this, however, the agricultural organizations planted 
more sunflower, corn, and other crops compared with last year. Cow and 
chicken productivity and the production of milk and eggs by agricultural 
organizations were as follows: 


Report on the First half of 











Production of firet half of 1980 in percent 
1980 of first half 
measure of 1979 

Milk-total Thou. liters 845682 98.8 
Including: 
Cow we " 709120 101.3 
Sheep w e 134320 87.3 

iges " pieces 550516 100.7 
Average productivity 

per cow liters 1491 101.9 
Laying hens pieces 102 99.0 


Compared with the first half of 1979 all farm categories sold 1.5 percent 
more cattle and poultry and 2.6 percent more eggs. The amount of milk 
purchased, based on 3.6 percent fat content, declined by 4.4 percent. 


Fourteen okrugs overfulfilled their plan for cattle and poultry pur- 
chases, including Kurdzhali, Kyustendil, Sliven, Sofia City, and others. 
Smolyan, Yambol, and Pleven okrugs fell considerably behind. 





The material-production base continued to expand. In the past 6 months 
the overall volume of capital investments in the sector totaled 391 
million leva. This amount is considerably higher compared with the same 
period in 1979, The agricultural organizations were supplied with new 
tractors, combines, trucks, and other highly productive agricultural 
equipment. Another 467,000 decares of newly irrigated areas were 
commissioned. 


Agriculture received 643,000 tons of chemical fertilizers, or 4 percent 
more than in the first half of 1979. 


Currently the efforts of agriculture are focused on raising the crops, 
harvesting them without losses, and storing and utilizing the output. 


Ill. Construction 


In the first half of the year the construction and installation organiza- 
tions completed construction work worth 1.4 billion leva or 40.6 percent 
of their annual plan. 


15 








The overall construction plan for targeted projects was fulfilled 91.2 
percent. New productive capital worth 1.4 billion leva was completed 
and commissioned. As planned, capital assets were commissioned at the 
joint Bobov Dol Mine, the cast iron plant in Ikhtiman, the Elprom Plant 
in Lovech, and the N. Lliev Plant in Sevlievo. Projects of the 
Kremikovesi Metallurgical Combine, the industrial timber combine in 
Silistra, and others were modernized, reconstructed, and expanded, 


The semiannual plan for the commissioning of capital assets (excluding 
machines supplied to operating enterprises, perennial plants, and basic 
herds, equipment, and other) was fulfilled 100.6 percent. The ministries 
of light industry, machine building, electronics and electrical 
engineering, transport, construction and construction materials, and 
others reported plan overfulfillments. 


The target dates for the completion of some projects were violated. The 
ministries of chemical industry, power supply, metallurgy, mineral 
resources, and others fell behind. The following targeted projects are 
failing to meet their construction schedules: Lenin Metallurgical 
Combine, first expansion of the USSR-Bulgaria gas pipeline, the Vasil 
Kolarov State Cement Plant in Temelkovo, the Iv. Vinarov Glassware Plant 
in Pleven, and others. 


IV. Environmental Protection 


In the first half of the year work on developing environmental protection 
projects continued. A total of 89 million leva were spent for this 
purpose. 


The program for the installation of wasteless technologies and of water 
recirculation systems is being successfully implemented. The complex 
dams have stored 430 million cubic meters of water more than in the 
first half of last year. Two new reserves totaling over 8,000 decares 
were proclaimed and the area of the five reservations was expanded by 
over 23,000 decares. Another 96 new projects were placed under the pro- 
tection of the Environmenta! Protection Law. 


At the same time, as a result of underestimating the work on the building 
of treatment installations by some construction organizations and 
investors, the implementation of the construction plan for urban treat- 
ment stations is being delayed. 


V. Transportation and Communications 


In the first half of the year the economic organizations of the public 
use transportation system fulfilled their income plan for hauling, load- 
ing and unloading, and shipping activities 100.6 percent. 


Compared with the same period in i979 income increases were as follows: 
railroad transport, 3.8 percent; automotive transportation for domestic 
haulage, 4.1 percent. 
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The public use transportation system hauled 206 million tons cf freight. 
Freight hauling contracts were implemented 104.0 percent. 


Income from communications services totaled 151 million leva and the 
semiannual plan was fulfilled 101.3 percent. A total of 62,765 new 
telephone sets were installed, 51,094 of which for private use. A total 
of 150 new Telex sets were installed and 14 new post telephone and tele- 
graph stations were opened, 


VI. Foreign Econoaic Relations 


The foreign economic relations of the Bulgarian People's Republic are 
continuing to develop successfully. 


‘he semiannual exports plan was fulfilled 112.9 percent. Machines and 
equipment continued to account for the highest share--45.6 percent of 
werall export vo.iumes, 


Foreign trade rose by 13.4 percent compared with the first half of 1979, 
The bulk of the trade was with the USSR and the remaining CEMA-member 
countries. 


Trade and economic relations with nonsocialist and, particularly, 
developing countries are expanding. Compared with the first half of 
1979 trade with developing countries rose 25.5 percent. 


Vil. Living Standard 


The positive success achieved in the implementation of the plan by the 
basic national economic sectors created the necessary prerequisites for 
upgrading the living standard of the working people. 


The population's income provided by social consumption funds rose. The 
overall amount of pensions paid out rose 23 percent compared with the 
first half of 1979. The amount of benefits paid rose as well. 


In the first half of the year goods worth 5,652,000,000 leva were sold 
through the retail trade system. The retail trade plan was fulfilled 
102.9 percent. Its volume rose 1.8 percent compared with the same 
period in 1979. the following items were sold in greater amounts: rice, 
4.1 percent; confectionary goods, 4.8 percent; milk, 2.0 percent; eggs, 
8.2 percent; woolen fabrics, 7.3 percent; silk fabrics, 10.3 percent; 
knitted underwear, 6.6 percent; shoes, 9.9 percent; furniture, 18.1 per- 
cent, and others. 


All okrugs fulfilled their semiannual retail trade plan. 
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As a result of failure to supply adequate commodity stocks, sales of 
some groups of goods in individual areas dropped behind the level of the 
corresponding period of 1979, This applies to poultry meat in Ruse and 
Shumen okrugs, milk in Burgas and Kurdghali, eggs in Sofia, Vratea and 
Kurdzhali, and others. 


The further development of the international and domestic tourist 
industry continued. The amount of tourist services offered and their 
quality expanded and improved. 


Population consumer services developed as well. The plan for industrial 
population services was fulfilled 103.0 percent. 


During the first 6 months of the year 21,900 housing units, new kinder- 
gartens for 1,183 children, and nurseries for 320 children were com- 
pleted and delivered, 


The results of the implementation of the unified plan for the socio- 
economic development of the Bulgarian People's Republic over the past 
half year are a good base for the implementation of the 1980 plan. In 
the remaining months of the last year of the Seventh Five-Year Plan the 
efforts must be concentrated on the further discovery of reserves, in- 
creasing public production and improving its effectiveness and quality, 
so that all collectives and economic organizations may successfully ful- 
fill their plans in honor of the forthcoming i2th Congress of the 
Bulgarian Communist Party. 


Sofia, 24 July 1980. 
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BULGARIA 


FURTHER CLARIFIC\\1ONS ON NEW ECONOMIC APPROACH 
Sotia NOVO VREME in Bulgarian No 7, Jul 80 pp 14-24 


“Article by Docent Stanish Bonev: "The Economic Approach and Improve- 
ments In Planning" | 


(Text!) I. 


Following che lith Congress, the distinguishing feature in the socio- 
economic development of the country was the struggle waged by the working 
people, under the party's guidance, to implement the strategic task of 
high effectiveness and high quality in everything and everywhere. 
Following the congress, the party's Central Committee engaged in tremen- 
dous intensive party-political and organizational work to insure its 
implementation. The search for methods, ways, means, and forms of 
organization leading to further improvements in national economic manage- 
ment plays a particular role among the measures adopted for the success- 
ful solution of complex socioeconomic problems. Let us note here 
developments related to the multiplication approach, the systematic 
application of the Leninist principles in the field of social policy, 

the new planning technology, the socialist organization of labor, the 
new formulations governing the functions and the struct: re of economic 
organizations and conurbation systems, as a qualitatively new type of 
socioeconomic, administrative-territorial, and political units, and the 
economic approach which has been elaborated and is being currently 
applied in all realms of social life. 


In order for the elaborated system of ways, means, and mechanisms of 
management to operate fully and to disclose its advantages in full, the 
basic and decisive link here is the systematic application of the 
"economic approach in the overall production and reproduction in our 
country. Figuratively speaking, the economic approach will pour fresh 
blood within the system of methods, forms, and mechanisms which we are 
currently using, and give them the impetus to operate at full capacity." 
Consequently, the economic approach is the logical consequence and con- 
tinuation of the tremendous constructive work done by the party to 
improve the methods of national economic management at the stage of 
buiiding developed socialism in our country. 
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The systematic application of the new economic approach and of the new 
economic mechanism formulated on its basis is today the main content of 
party, state, and economic activities in our country, It is the main 
tool in the struggle for the implementation of the strategic task of high 
effectiveness and high quality, the successful implementation of the 
current Seventh Five-Year Plan, and the formulation of the new, Eighth 
Five-Year Plan, 


Il, 


A number of economists working in scientific institutes or engaged in 
practical economic work still lack the necessary clear understanding of 
the theoretical nature of the new economic approach, Yet, we know that 
the proper clarification of its nature will determine how and where will 
the efforts be focused and the extent to which its advantages will be 
used, 


Some consider the economic approach quite one-sidedly, identifying it 
with the economic ways and means so far used in our practice. Others 
equate the economic approach with the economic mechanism. Others again 
believe that it applies only to limiting centralism in the planned 
management of the national economy. Finally, others claim that it is a 
reflection merely of the law of planned economic development, and so on. 


All such and other similar concepts are not only one-sided. They are 
also groundless, theoretically as well as practically. 


The new economic approach was theoretically interpreted and substantiated 
for the first time by Comrade Todor Zhivkov. He described its socio- 
economic nature and content. In this connection, particularly valuable 
concepts are found in the report "On the Systematic Application of the 
New Economic Mechanism in All Realms of Social Life," delivered at the 
National Conference of the Party, State, Economic, and Social Aktiv, 

held on 30 January 1980. It describes not simply an economic approach 
but a new economic approach. This is indeed so because: 


First. In the past as well economic ways and means were used in national 
economic management. They were particularly strongly emphasized in the 
elaboration and application of the new system of national economic 
management, starting with 1964, At the expanded May 1963 Central 
Committee Plenum Comrade Todor Zhivkov formulated the major tasks as 
follows: "Our national economic planning and management system, and all 
its components, must be made consistent with the economic laws of 
socialism. The methods of administrative influence ‘from above' must be 
replaced by the skillful use of economic ways and means in practical 
economic activities." However, it ould be erroneous to identify the 
economic management methods used so far with the new economic approach. 
What is new and difficult today is that in terms of its nature the 
economic approach is considered an overall system which covers planning, 
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production, distribution, and management, i.e., the overall economic 
and social organism of the socialist society. 


Consequently, it is not a question merely of the application of the 
economic approach one-sidely or of reducing this approach mainly to 
economic incentive and penalties, but of a method affecting the function- 
ing of the entire management system, That is why Comrade Todor Zhivkov 
expressedly emphasizes that nay restriction of the economic approach, 
reducing it to individual aspects, or breaking the "planning-organiza- 
tion-management=s. ientific and technical progress-product ion-consumpt ion" 
chain leads to a deformation of this approach and to its incomplete 
practical utilization. 


Second. The economic ways and means used so far were applied mainly in 
material production sectors. The new aspect is the fact that the 
economic approach must be applied not only in material production but in 
all realms of social life--in the nonmaterial area and management, i.e., 
in all social activities. 


Third. Unlike the present economic ways and means for influencing and 
regulating the production process, the new economic approach, Comrade 
Todor Zhivkov emphasizes, encompasses on a comprehensive basis the 
following major elements: 


A new planning technology; 
Perfecting the socialist organization of labor; 


A new method for linking production with the domestic and international 
market; 


A new management mechanism based on cost accounting and total self- 
support in all material and nonmaterial areas. 


These essentially new concepts fully justify the mentioning of a new 
economic approach different from the familiar theoretical and practical 
concepts governing the previously used economic ways and means. 


In order for this new approach to be applied, a corresponding new 
economic mechanism had to be developed. Both at the 30 January 1980 
National Conference and in his 11 February 1980 speech to the National 
Council of the Fatherland Front, Comrade Todor Zhivkov defined the 
principles and requirements of the new economic mechanism as follows: 


Consistent cost accounting and total self-support; 


Flexible utilization of economic levers: prices, profits, credits, 
taxes, contracts, foreign exchange, and so on; 
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Strengthening of the democratic principle in planning and planned manage- 
ment, and even better combination of centralism with democracy; 


Effectiveness and residual bases of the wage fund divided among the 
members of the collective in accordance with the quantity and quality of 
their work. 


These principles and requirements lead to the conclusion that the 
elaborated economic mechanism is also qualitatively new, for it concre- 
tizes management tools needed in the implementation of all components of 
the new economic approach. It too should be applied on a comprehensive 
basis in order to achieve the desired results. The other conclusion is 
that the principles and requirements indicate that the economic approach 
is a broader concept compared with the economic mechanism, 


The economic approach is an overall system of economic ways and means for 
influencing and stimulating, organizing, planning, and managing the 
reproduction process, covering production, distribution, turnover, and 
consumption. The economic mechanism is its practical implementation 
standing on a legal basis. It is the specific set of management tools 
consciously used by the state, economic, and social organs and organiza- 
tions for the planned management and effective development of the 
national economy as a whole leading to the targets set by the communist 
party and the socialist state. Furthermore, at the same time we must 
not forget that other approaches as well are reflected in the economic 
mechanism, such as the program-target, multiplication, and so on. At 
the present stage, however, the main and leading feature is the economic 
approach through whose lens the other approaches must be applied. 


The new economic approach which reflects most completely the requirements 
of the objective economic laws, and the new economic mechanism based on 
it, create real possibilities for the reaching of high end national 
economic results in each brigade and economic unit, and the national 
economy as a whole and, on this basis, for insuring the steady compre- 
hensive enhancement of the living standard of the people. 


The main condition, the decisive factor leading to final end national 
economic results, is upgrading social labor productivity, obtaining more 
net output per individual in each economic unit. Figuratively speaking, 
this is the mirror which shows the skill, initiative, and creative thrust 
of millions of producers of material goods. Failure to realize this or, 
worse, to underestimate it, would make the new economic approach meaning- 
less. The struggle for even higher social labor productivity should 
imbue both the unified plan for the socioeconomic development of the 


country as well as each counterplan of individual small or big economic 
units. 
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iil, 


As we pointed out, the economic approach covers, first of all, planning. 
in the future as well, the plan will remain the mai. (00) in the imple- 
mentation of the secioeconomic policy of the party and the state. In 
the future planning wiil remain the basic element, the core of the 
national economic management system, Hence the need to improve planning. 
The perfecting of planned management, as one of the main aspects of the 
new economic approach, shall be directed as follows: 


Firet, the elimination of excessive centralism and strengthening planning 
democracy. 


Centraliom in planning is limited to defining a minimum number of manda- 
ory indicators and norms guaranteeing basic national economic ratios 
and balances for the country, insuring the proper development of the 
reproduction process, effective foreign economic relations, and further 
enhancement of the people's living standard. 


in terms of their nature, the state planning assignments shall be 
limited, on the one hand, by resources and, on the other, by end results. 
Using the language of cybernetics, this would mean that resources will 
be the “input" and the end economic result of the activities of each 
economic system will be the “output.” The resources include ceilings 
concerning supplies with basic raw and other materials, fuels, energy, 
and some machines and equipment in short supply; ceilings on foreigr 
exchange used for imports and ceilings (or norms) governing the overall 
sire of the personnel. The end result will be the marketing of finished 
products in physical terms; the volume of net output, profit (or planned 
losses), turnover tax and foreign exchange income from exports of goods 
to the international market. 


Under the new economic mechanism the mandatory state tasks will not 
include indicators such as labor productivity, productior costs, wage 
fund, and others, and even capital investments. These and all other 
indicators used within the planning system are determined autonomously 
by the economic organization. This is planning democracy in action. 


Consequentiy, centralism in national economic planning must be imple- 
mented within the objectively necessary limits for building a developed 
socialist society, providing scope for the active creative participation 
of the working people in planning and in the development of the repro- 
duction process. The democratic principle in planning broadens and 
strengthens the autonomy and initiative of economic units, and promotes 
the economic creativity of the working people for the most effective 
conduct of oversil economic activities. 


Second, increasing the role of the counterplan. 
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The formulation of counterplans in the light of the requirements of the 
new economic approach involves a number of new aspects. 


One aspect is that they are elaborated on the basis of a minimum number 
of indicators, ceilings, and norms defined by the central organs, as 
described in the previous item. The counterplan, however, is not exclu- 
sively based on them but represents an expanded plan which uses the 
entire system of indicators and measures needed for the implementation 
of production=-economic activities and for the social development of the 
economic unit. 


The other new aspect is (hat the counterplans are drafted on the basis 
of engineering projects. The purpose of the formulation of an engineer- 
ing project is to guide developments which guarantee the high techno- 
logical level of the production process and the necessary conditions for 
uper ding its effectiveness. It represents a long term comprehensive 
development insuring the most effective utilization of capacities, labor 
objects, and labor resources, with a view to rapidly approaching, reach- 
ing, and outstripping leading achievements in the corresponding area 
domestically and abroad, The significance of the engineering project is 
that it is the starting base for the formulation of the counterplan. 


The third aspect is that che center of gravity of the work in such an 
elaboration (naturally, the implementation of counterplans as well) is 
shifted from quantitative to qualitative and physical indicators. "The 
core of each counterplan and engineering project must be the most 
ettective utilization of labor tools, labor objects, and manpower, with 

a view to insuring a steady enhancement of social labor productivity... . 
The engineering project is the firm base for the technical and economic 
development of the production process and the social development of the 
labor collective.” 


More specifically, this means the following: Achieving the type of high 
technical level characterizing the scientifically and technically most 
developed countries in the world; increasing the share of new highly 
effective goods and stopping the production of obsolete and old-fashioned 
goods not in demand domestically or internationally; achieving maximum 
economy by placing the production process on scientific norms for raw 
material, material, energy and fuel outlays per unit of output; 
drastically reducing labor outlays per unit of output by applying a 

model socialist organ‘zation of labor; and insuring the high level of 
utilization of available production capacities. 


In order for the labor collectives to be interested to a maximum extent 
in discovering existing reserves and including them in their counterplans 
(and tulfilling the same), an effective material and spiritual incentive 
system is needed. it should be such as to combine the interests of the 
individual working person with those of the collective, and the interests 
of the collective with those of society while assigning the latter the 
leading role. 




















The fourth a: pect is the tact that counterplans are of a dynamic and 
open nature. Their adoption does not mean the "closing of the door," or 
interrupting any further work with them. On the contrary, they must be 
steadily developed turther and enriched wiih new solutions on the basis 
of additionally found reserves and possibilities, 


Consequently, the counterplan appears as a system of indicators and 
measures governing overall production-economic activities and social 
development, a system which, through the reserves found with the 
engineering projets, will guarantee the implementation of approved 
mandatory state assignments and which will be aimed toward nearing, 
reaching, and outstripping leading achievements in the corresponding 
area in our country and abroad, 


All this characterizes the counterplan as the creative work of millions 
of working people engaged in the struggle for high effectiveness and 
quality, and as a successful method for their most direct participation 
in production management and the development of socialist democracy, and 
as a means for achieving the highest possible end economic results. 


Third, substantial changes are introduced in balancing and contracting. 


in order to reach a new and even higher stage of planning technology, 
further improvements in the work on balancing the plans at all management 
levels assumes a central significance. “Henceforth the quality of any 
plan,” Comrade Todor Zhivkov emphasizes, “must be assessed, above all, 

on the way it is balanced. Work based on an unbalanced plan means work 
without a plan. ... The balancing of plans is necessary from top to 
bottom, at all levels.” 


A particularly (important requirement is for the balancing of counterplans 
to be based on tactual material and raw material resources and in 
accordance with scientific outlay norms and standards. For this reason 
the counterplan indicators must be entirely based on coordination agree- 
ments and supply contracts, cooperated deliveries, production marketing, 
and completion schedules for the commissioning of production 

capacities within stipulated deadlines. 


Another major requirement for insuring plan balancing is improvements in 
the contractual discipline and the observance of contractual discipline. 
The economic contract is of exceptional importance in regulating re- 
lations among “supplier-producer-consumer.” In order to make them an 
active tool in planned economic management, their scope and content must 
be broadened. They must become the economic foundations of the plan. 
The new economic approach calls for the delinquent party to bear full 
material responsibility to the partner, to the full extent of the income 
unearned by its fault, should contracts fail to be implemented in terms 
of deadlines, quantity, and variety. 
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it is imperative cor the plan and the contracts to be fully 
synchronized, Each plan must be based on an expanded system of con- 
tracts for raw and other material supplies and cooperated deliveries, 
and production marketing. No contract may be signed unless conditions 
for marketing the goods exists. In no case should goods be produced for 
which no marketing contract exists within the country or on the inter- 
national market. 


Consequently, the economic contract, under the new economic approach, is 
an important tool in controlling the counterplans, determining eventual 
disproportions, and guaranteeing the balancing of plans at all levels of 
National economic management. 


Fourth, new requirements are formulated concerning the organization of 
the implementation of the plan. 


The new economic approach rephrases the question of socialist planned 
discipline. Its observance presumes both the strict implementation of 
mandatory state assignments issued to the economic organizations, as 
well as improvements in quality and physical indicators in terms of 
insuring maximum end national economic results. The new feature is 
that this must be achieved through economic ways and means. The economic 
organizations and their branches are not intereted in plan amendments, 
for any amendment which lowers plan indicators conflicts with the 
interests of the collective. 


Naturally, new situations may arise, unforseen in the course of the 
formulation of the unified plan in the course of its implementation, 
triggered by reasons objective to the economic organizations. In such 
cases prompt amendments must be made in the approved state assign- 
ments. Such amendments must be made moést carefully and after a profound 
assessment by the central organs. This calls for the creation of an 
objective mechanism which would provide a model for rapid and complex 
amendments and their reflection along the entire chain of plans. 


Assessing changes which are being made at each higher level, a compre- 
hensive approach must be adopted, determining the reciprocal influence 
of interrelated factors and their influence on quality and physical 
indicators. Furthermore, it is necessary to determine possibilities for 
amending plans at lower levels as a result of discovered reserves within 
the corresponding system, without seeking additional resources from the 
superior management organs. However, this does not mean depriving pro- 
periy operating economic organizations from their resources or helping 
poorly working organizations. The practice of “shifting the nonfulfill- 
ment of plan indicators from poorly working to properly working enter- 
prises in order argificially to achieve en overall fulfillment of the 
plan by all units” is faulty. As we pointed out, under the new economic 
mechanism this even becomes unnecessary. 
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Furthermore, (he organization of the fulfillment of the plan should be 
such as to insure all the necessary scientific and technical, organiza- 
tional, economic, social, integration, and other conditions for the 
rhythmical implementation of the counterplans by each enterprise, plant, 
combine, agroindustrial complex, industrial-agrarian complex, trust, 
construction and transport organizations, and so on, Under the new 
conditions the rhythmical nature of the production process presumes the 
even implementation of the plan by shift, day, week (or 10-day period) 
and month, rather than the "rushing" at the end of the month, as was 
frequently the case so far. This is necessary for at least two consider- 
ations: The first is the successful meeting of obligations on time to 
the subsequent units in the reproduction process; the other is that 
whereas under the present system rushing made it possible to insure (even 
though not always) the fulfillment of the planned assignment, under the 
new circumstances this is no longer the case, for it delays the market- 
ing of the goods. The only goods to be considered marketed are those 

for which the money has been deposited in the bank. Unless goods have 
been sold, income will not be obtained and, consequently, the necessary 
funds for the resulting wage fund will not be available. 


in connection with the organization of the fulfillment of the plan the 
socialist competition as well assumes a new significance. Under the 

new conditions, “the competition must be waged not on the basis of the 
assumption of pledges following the formulation ot the plan, as is 
currently the case, but for maximum discovery of possibilities and the 
time of the formulation of the plan by enterprises, agroindustrial com- 
pleses, trusts, and ginistries, and in the course of the etruge'e for 
its implementation." This is a qualitatively new formulation governing 
the development and expansion of the socialist competition. 


Fifth, the flexible utilization of economic levers and improvements of 
the norming base in planning. 


The ever fuller study of the effect of the objective laws governing the 
development of the struggle for high effectiveness and quality under the 
conditions of developed socialism presumes the flexible utilization of 
economic levers as the tools of the economic mechanism in national 
economic management. 


Foonomic levers are among the principal means for coordinating the 
interests of the individual working person with those of the collective 
and ot society for the sake of the fullest possible utilization of pro- 
ductive capital, the most economical use of raw and other materials, the 
faster application of scientific and technical achievements, and upgrad- 
ing the quality of produced goods with a view to reaching and surpassing 
leading achievements domestically and abroad. This, precisely, is the 
meaning of the utilization of economic levers as a single interrelated 
comprehensive system aimed at the implementation of the party's socio- 
economic policy at all stages in the formulation and implementation of 
the plans. 
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The flexible utilization of economic levers makes it possible to create 
relatively similar conditions for the development of the individual 
economic units, with a view to promoting economic competition among them, 
and achieving the highest end national economic results. On this basis 
the economic organizations which work better and make a greater contribu- 
tion to the end national economic results will also have the greater 
possibility to increase their accumulations and raise their collective 
and individual incomes. 


Economic levers are the foundation for the establishment of the normative 
planning base. Most generally norms are regulations or stipulations 
governing behavior in the implementation of corresponding activities. 
More specifically, the economic norms are relatively constant quantita- 
tive and qualitative characteristics of the condition, behavior, or 
interrelationship among socioeconomic processes or managed projects. 


Economic practice knows of a tremendous number of norms of different 
content and importance. All of them are interrelated and operate as a 
single dynamic system which is being steadily improved and further 
developed. 


Under the new economic approach the unified system of norms is based on 
the following more important principles and requirements: scienticity, 
which takes into consideration the effect of objective laws and the 
achievements of the scientific and technical revolution; stability, 

based on long-term uniform norms applicable to the entire national 
economy; comprehensiveness, which means that the norms cover all aspects 
of the reproduction process--production, distribution, turnover, and con- 
sumption; regional approach, which takes into consideration the terri- 
torial structure and territorial production specialization and concentra- 
tion; economic and organizational unity, according to which the norms 
must be consistent with the economic and organizational structure of the 
national economy and also the possibility for their combination or break- 
down; interest, which promotes the fullest possible manifestation of che 
creativity, initiative, and possibilities of labor collectives; con- 
tinuity, which encourages the steady consideration of the complex changes 
occurring in socioeconomic processes; and clarity wiich determines the 
basic parameters of the quality changes in the structure and techno- 
logical production standards, their effectiveness, and social changes in 
labor collectives. 


in terms of their nature, the norms should be applicable to the economic 
assessment and the technical standards of the production process. Their 
formulation must be based on a wide range of information, general plans 
for proGuct.on specialization and concentration, and forecasts on the 
development of individual production facilities and sectors domestically 
and abroad; national comprehensive programs for improving production 
quality and effective utilization of material resources, application of 

















aclentific an technical achievements, development of integration pro- 
cesses, and go on, 


Sixth, conversion of the five year plan into the basic form of planning 
and plan management, 


Our party has clear stipulations governing the transformation of the 
five-year plan into the basic form of planning and plan management. 

Under the conditions of the application of the new economic approach, 
this stipulation ecomes even more topical for the following reasons: 


The five-year plan creates the necessary possibilities and prerequisites 
for reflecting more completely the requirements of the unified system of 
objective laws governing social development and the maximum utilization 
of the advantages of the socialist system. 


The implementation of the results of the scientific and technical revolu- 
tion may be planned better within the framework of a five-year period, 
for the "research-production-consumption" process usually takes several 
years. 


Five-year planning most fully reflects the entire reproduction process. 
As we know, it develops steadily and usually exceeds the calendar year. 
Many final products have a long production cycle, .tarting with labora- 
tory research and the production preparations to manufacturing. This 
particularly applies to the investment process which, in the case of some 
one-of-a-kind projects, even exceeds the framework of the five-year 
period. 


The five-year plan creates the necessary prerequisites for even greater 
participation in the international division of labor and, particularly, 
in socialist economic integration. The coordination of the five-year 
plan was established as the basic form of coordination of the socio- 
economic development of CEMA-member countries. 


The five-year plan and within five-year periods the best possible pre- 
requisites are created for the labor collectives to reach and outstrip 
leading achievements in the field of scientific and technical progress 
at home and abroad. 


These main considerations demand that the leading principle at all plan- 
ning levels will be the implementation of the assignments of the five- 
year plan. Naturally, this does not mean to belittle the role and place 
of longer-term or annual plans. 


Seventh, improvements in territorial planning. 


The new economic approach calls for considerable improvements in terri- 
torial planning and its more complete combination with sectoral 
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planning. The main task of planning on the territorial level is to 
insure the fullesce possible utilization of natural, manpower, and 
material resources, improve the efficiency of transport relations, and 
secure the comprehensive development of conurbation systems. Also 
particularly important is the task of insuring the proper and compre- 
hensive development of the infrastructure of territorial units with a 
view to obtaining a multiplication result. "The main thing here," 
comrade Todor Zhivkov indicated, "is the development of unified auxiliary, 
servicing, repair, warehousing, and instrument enterprises, and of uni- 
fied communal-consumer and cultural-educational buildings and systems. 
This will also help the optimum concentration on the territorial level 
with a view to... resolving the problem of the further deve lopment 
and advancement of the territorial-setilement system." 


The development of a territorial comprehensive plan for the development 

of okrugs and conurbation systems becomes particularly important in this 
connection, The general plans for the territorial location of production 
forces is the starting point in its formulation. The unified territorial- 
structural plan and the five-year state plan, on the one hand, and the 
counterplans of economic units, labor collectives and individual develop- 
ments, on the other, mean that, essentially, the comprehensive terri- 
torial plan is the counterplan of the territorial units. 


Eighth, broadening the scope of planning. 


Some scientific and economic cadres have developed the idea that planning 
covers merely the drafting and implementation of the unified plan for 

the socioeconomic development of the country and of the counterplans of 
labor collectives. This concept is unfounded both theoretically and 
practically. 


Planning is a complex and comprehensive process in the course of which, 
on the basis of the study and consideration of the requirements of the 
objective laws governing the development of socialism the conscious 
activities of the masses, of the subjective factor, are implemented 
under the guidance of the communist party. It starts with the definition 
of the objectives of social development. They are defined in accordance 
with the supreme objective of soc.ety and the objective laws and trends 
of socioeconomic processes under specific conditions. The development 
of the economy and of the overall life in the country is subordinated to 
them. At che present stage the system of social development objectives 
is determined with a view to the implementation of the immediate 
historical task set by the program of the Bulgarian Communist Party: 

the building of a developed socialist society in our country over the 
next 20 years. In national economic planning these objectives are mani- 
fested in the formulation of the main socioeconomic task of each long- 
term and five-year plan. 

















In addition t. target setting, planning is a process which encompasses 
the elaboration and implementation of a system of comprehensive programs, 
concepts, basic directions, and various types of plans. The elaboration 
of ali these planning documents represents individual stages of the 
single and indivisible planning process, Forecasts as well are an 
individual stage in the process. 

Consequently, both forecasting as well as targets, comprehensive pro- 
grams, concepts, basic directions, and plans are the separate aspects of 
the single process within the planning system and its individual sub- 
systems without wiich there could be no scientifically substantiated 
planned management of the national economy. 


Ninth, the creation of reserves and their effective handling. 


The normal operation of the economy and the maintaining of a dynamic 
balance between requirements and resources in the course of the imple- 
mentation of the plans also requires the availability of reserve pro- 
duction capacities, material resources, and financial and foreign ex- 
change funds. 


The reasons for establishing and maintaining certain reserves stem, 
above all, from the fact that even with the most advanced ways and means 
of planning, all future changes in economic activities can not be 
entirely predicted and encompassed. The existence of reserves must be 
considered not only necessary but effective, for it insures greater 
stability and operativeness in the national economy, which increases out- 
put and national economic effectiveness. At the same time, we must not 
forget that however necessary they may be, reserves are assets which 
have been withdrawn for a certain period of time from active economic 
circulation. That is why the task of planning is to determine the 
optimum size of reserves of various kinds, capacities, and funds. 


These are the main directions to be followed in the improvement of 
planning, most closely linked with the comprehensive application of the 
new economic approach in the national economy. Our economists not only 
can but must undertake even more energetically their further theoretical 
clarificacion and practical elaboration. 
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BULGARIA 


UNPLEASANT ASPEC. OF CONSUMER GOODS SHORTAGE DESCRIBED 
Sofia ZEMEDELSKO ZNAME in Bulgarian 26 Jul 80 p 2 
/Article by Magdalena Peneva: "House Painting Elegy" | 
Text} Journalist's Investigation at 30°C in the Shade 


A number of varied things could occur at 30°C in the shade. ... You 
may wish to drink a lemonade, you may take the train to the seashore, 
you may decide to plaster your house, early Sat irday morning you may 
stand in line waiting for the bus to the nearby lake, you may take off 
in your car for a trip abroad, you may... . However uninterrupted 
and smooth the labor rhythm of a person may be, summer has its speci‘ic 
bright lights and dreamed of (or unless the word is interpreted in its 
figurative meaning--irritating) shades. This was precisely the focus of 
our journalist's investigations, when the thermometer reads 30 C ‘n the 
shade. 


It was easy for our grandmothers--they would grab the brush and several 
buckets of lime, and the entire house would become shining white both 
inside and out. Yet, things change and even in house painting there is 
an element of fashion. And, since this is a purely summer project for 
any kind of house, what should we begin with? Perhaps, with what is 
most popular: looking for latex! 


it turns out chat this is not easy in the least. We go to the nearest 
hardware store and we are given a polite negative answer and the instruc- 
tion that "yesterday" house paint had been delivered on D. Blagoev Boule- 
vard. We run to the place and are told that yesterday was yesterday. . . 
We make the rounds of several more stores and then sit by, the telephone 
and dial in order all 41 numbers listed in the directory. 


After a number of negative answers, we are particularly impressed by the 
one given by the store on Geo Milev Street--no house paint has been 
received since New Year's Day. In our case we do find latex (on 
Petieshkov Street). .. . However, this luck stops short, for the latex 





is white while we are looking, for example, for pale grayish-green. At that 


point, we start dragging the heavy containers to the Khimiya store on 
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Naycho Tsanov Street, to the so extensively publicized dying machine. 

And we start waiting. . . for the booth to begin operations. A salesgirl 
will inform you that there is no person operating the machine but that 
perhaps "tomorrow" (how many tomorrows are there in the calendar!) he 

may be there. ..« + 


At that point, we decide to abandon the latex and start choosing carpets. 


We do this simply feeling that this would be easier. ... Indeed, it 
is, even though it has its paradoxes. Here is the first: The little 
model store (we must use the word little looking at the crowd trying in 
vain to enter the store, standing on their toes, to get a glimpse at the 
carpets) of the Botevgrad Economic Chemical Combine, on Vl. Zaimov 
Boulevard which is offering 15 different designs, only three of which 
produced by the plant itself. The others are imported. 


Naturally, imports are a good thing as they increase the number of 
designs. However, they reduce possibilities for choosing a proper price. 
Furthermore, wherever carpets ure offered, the only thing offered with 
them is glue. Everything else needed for laying a carpet--brush, roller, 
special cutting knife, and so on--must be looked for in other stores. 

Let uS not even mention the fact that before beginning the work we must 
take care of the ceiling. In this case, two possibilities exist--the 
latex which we mentioned, and the spraying which requires the rental of 

a sprayer. 


Strange though it might be, it is a fact that in all of Sofia there is 
only one place where a painting machine could be rented--the Rental 
Service on 8 Veslets Street. The first question we ask ourselves is, is 
it possible that only one such store would suffice for a city of one 
million people. The immediate answer is that on the day of our investi- 
gation there were no available machines. ... People who, nevertheless, 
managed to rent machines are not given the absolucely necessary sieve. 


At that point, willy-nilly, we are forced to seek the services of the 
little private stores in which we find everything we need--a machine, a 
sieve, a brush, a ladder, fullers earth, etc. ... It is a good thing 
that such little stores still exist, even though they are becoming 

few and far between ..... 


. » « It is with goog reason that people dread the arrival of a house 
painter! Yet, how difficult it is and how much time and walking, at 30° 
in the shade!--are required until the painter "comes in," i.e., before 
the painting itself begins. ... 


Finally, the time has come to explain why we decided on the "do it your- 
self" system. It is because, as it turns out, this is the path followed 
by all people of Sofia who would like to renovate their home. A state 











enterprise with proper services may be found in each district in the 
capital. The service in the Lenin Rayon, for example, however, has not 
received a single order for painting an apartment and has not been 
approached by a single citizen, This being one of the biggest districts 
in the capital, there is no reason to think that the situation in the 
other districts would be any different. if the management of the encer- 
prise believes that its purpose is, indeed, to serve the citizens, the 
question arises as to why is it so unpopular among them? 
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CZECHOSLOVAKIA 


ADJUSTMENTS IN WHOLESALE PRICES OF FUELS ENERGY VIEWED 
Prague PLANOVANE HOSPODARSTVI in Czech No 6, 1980 pp 16-22 
[Article by eng Bedrich Habart, chairman of the Czech Price Office] 


[Text] The analysis and assessment of current trends in the growth of 
our national economy discussed at the 14th plenum of the CPCZ Central 
Committee clearly identify the goals toward which we should all be work- 
ing and those areas to which we should devote most of our attention and 
on which the efforts of all management organs should be concentrated. 


In order to achieve a qualitatively higher level of performance in the 
area of efficiency and quality ratings it will be necessary during 1980 
and throughout the next five-year plan to make sure that all areas of 
work are managed in a rigorous and dedicaied manner. In all areas of 
endeavor it is necessary to develop and implement those kinds of prob- 
lem solving measures which will promote the achievement of high net out- 
put levels at the lowest possible cost. The attainment of maximum per- 
formance efficiency ratings in the utilization of all material and 

labor resources is therefore a key objective for all managers in all 
sectors of the national economy. The entire management system of the 
national economy must therefore work toward the achievement of this 
goal. The proper and socially equitable functioning of the entire econ- 
omic system will depend in large measure on the effective and intelli- 
gent utilization of the system of planned management. 


Another one of the important levers used to manage the economy is the 
price system, which not only can but, as an integral part of the system 
for the socialist planned management of the national economy, must con- 
tribute in a deliberate and active way to the fulfillment of the basic 
goals set forth in the national economic plan. So, it is from this 
standpoint that one should also evaluate the current status and effec- 
tiveness of the price system and the plans that are being drafted for 
the years that lie ahead. 


The character and functioning of the wholesale prices system during the 
current five-year plan were predetermined by the comprehensive 
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restructuring of these prices, 4 program which went into effect on 

| January 197) and which was based on the economic development fore= 
caste laid down by the plan for the development of the national econ- 
omy during the Sixth Five-Year Plan. Studies that were made of the 
impact of the new wholesale prices after the restructuring program 
went into effect show that in most branches of the economy the whole= 
sale prices that were set were basically in accordance with the 
economic conditions governing production and sales and represent a 
more objective and better tool for encouraging management efficiency, 
a tactor which ir »cecoming more and more important especially now under 
the current, far wore astringent conditions affecting the growth of 
product quality ratings and the conservation of social labor. 


but if the price system is going to continue to be a sufficiently effec- 
Live and criterion-setting tool of planned management, it cannot be 
i\llowed to remain rigid and divorced from changes that are taking place 
in terms of pub! . spending for the procurement of material resources, 
regardiess of whether these resources are purchased here in Czechoslo- 
vakia or abroad. The price system must therefore react more flexibly 
to objective changes in economic conditions. Still, this flexibility 
should not be confused with the unplanned self-admustment of prices 

or with the slackening of national price controls, but, on the other 
hand, price policy measures must be brought into line with the goals of 
the national economic plan and their effectiveness must be geared to- 
ward giving full support to the fulfillment of pianned trends. 


it is an underlying concept of the price system that it should foster a 
process whereby prices are constantly brought closer into line with 
socie! costs, and this in turn is supposed to make sure that prices 
have a criterion-setting impact on both producers and consumers. 


in the course of formulating a general price policy plan in the wake of 
the comprehensive restructuring program and, in particular, during the 
drafting of wholesale price adjustments for the Seventh Five-Year Plan 
price changes were geared toward those sectors and branches in which a 
relatively more significant discrepancy had arisen, due to changing 
economic conditions, between prices and social production costs. Other 
key price changes are aimed at resolving current economic policy prob- 
jems while at the same time encouraging the conservation of scarse mater- 
iul resources. 


It therefore stands to reason that this policy is geared primarily to- 
ward the adjustment of the wholesale prices of fuels and energy resources, 
a category of prices which, in light of the current world economic sit- 
uation, is the most important key to efficient economic growth and econ- 
omic prosperity. The relatively high energy and materials intensiveness 
of our manufacturing industries is also a consequence of the fact that 
economic considerations have not exerted effective enough pressure on 

the pricing of the fuels, energy and raw materials used by industrial 

















coneumers, The average level of fvels and energy consumption in the 
CSSKR is excessively high, ae is borne out by Looking at how we stand 

in thie regard in relation to comparable industrially advanced social- 
jet and capitaliet countries, Thus, for example, our consumption rate 
on thie seore turne out to be 6,82 standard fuel tone per capita, which 
when expressed in terme of a given unit of national income translates 
into a level of consumption that Le one and a half or two times greater 
than that of other industrially developed countries. Our economy turne 
out a high percentage of materiale- and energy-intensive producte (for 
example, in 19/6 we took third place among world steel producers with 
an output of 968 ke per capita). And our per capita consumption of 
electric power alone is also excessively high, since it is roughly one- 
third higher than che per capita consumption levels of other industrially 
developed countries. 


The resulte that have been achieved to date in rationalizing the fuels 
anc energy consumption of our industrial branches are by no means neg- 
ligible. Whereas during the past 7 years the end-use consumption of 
fuels and energy has increased by 20 percent (measured in standard fuel 
tons) in our ten most energy-intensive industrial branches, this increase 
is ofteet by an overall average decline in energy intensiveness of approx- 
imately 22 percent. At the same time, however, to cite a few examples, 
we have managed to reduce fuels and energy intensiveness in the ferrous 
and non-ferrous metallurgical industries by only 5-10 percent, in the 
fuels industry by 5 percent, in the food processing industry by 8 per- 
cent, and in the textiles industry by 13 percent. The current level of 
energy intensiveness in most branches of our economy still shows that 

a wide range of opportunities exist for impiementing additional conser- 
vation measures. 


The taking of effective measures aimed at rationalizing the consumption 
of fuels and energy represents the best way <o stabilize the fuels and 
energy supply-demand equation, which even so is going to create enor- 
mous strains -alling for a further increase in capital outlays in con- 
junction with efforts aimed at increasing the production of fuels and 
making provisions for the development of new power generating capacities. 


Prices too have a positive role to play in the overall process encom- 
passing the production and consumption of fuels and energy, and they 
can do this both by laying the economic groundwork for covering the real 
costs of fuels and energy production and for the further development of 
these production capacities and also by bringing suitable economic pres- 
sure to bear in the realm of consumption. 


The present level of wholesale prices for fuels and energy resources 
was established under the terms of the program for the comprehensive 
restructuring of wholesale prices that went into effect on 1 January 
1977. Generally speaking, these prices do in fact cover all of the 
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current co te of procuring these resources, but they come nowhere near 
covering toe anticipated increase in these costes during the course of 
the Seventh Five-Year Plan. This price-cost ratio is being affected 
adversely not only by the continuing rise in prices on world markets, 
prices which have an impact on the Czechoslovak economy through imports 
of liquid and gas fuels, but also by the real and sustained deteriora- 
tion in the cost and profit statements of domestic producers of fuels 
and energy. i. ie both legitimate and imperative that the costs asso- 
clated with providing for the long-term development of the fuels and 
energy induetr sehould be reflected in the level of wholesale fuels 
and energy prices to such an extent so as to offset the anticipated 
increases in the costs of procuring imported and domestic fuels and 
energy ana se ected categories of raw materials during the course of 
the Seventh Tive-Year Plan. 


This means that ‘t is necessary to make an upward adjustment in the 
wholesale prices of fuels and energy resources, selected raw materials 
and related products by an amount equal to the 53 percent increase in 
the wholesale prices of imported fuels and energy and the 43 percent 
increase in the wholesale prices of all fuels and energy resources. 

This adjustment is being implemented in an unconventional manner so as 
to exert more effective economic pressure aimed at reducing consumption 
and, hence, costs as well, primarily those costs associated with the 
industrial consumption of all types of fuels and energy. The unique- 
ness of this adjustment procedure consists both in the phased introduc- 
tion of wholesale price increases through 1985 and also in the implemen- 
tation of one-time adjustments of wholesale prices that are to be re- 
flected on a selective basis in the prices of related sectors or account- 
ed for in the financial plans of appropriate organs and organizations. 


The phased upward adjustment in the level of wholesale fueis and energy 
prices after 1980 is to be implemented in the form of annual 2-percent 
increases in the prices of power-generating and coking coal, coke, 
liquid and gas fuels, and electric and thermal energy. These phased 
price hikes are designed to encourage the conservation of fuels and 
energy resources in physical units and they will not be reflected in the 
plan targets of consumers, with the exception of those sectors where 
these price increases will have an above-average impact on user costs. 
This program of fuels and energy price adjustments is directly related 
to the increase in the wholesale prices of fuels and energy that was 
enacted on | January 1979 when the wholesale prices of power coal and 
fuel oils were increased by 7 percent and of electric power and supply 
heat by 3 percent. Less than 40 percent of the overall impact of these 
price increases was reflected in the financial plan indicators of fuels 
and energy users, and so the rest will have to be absorbed by substan- 
tive fuels and energy conservation measures in economic organizations. 
In the years to come as the wholesale prices of fuels and energy are 
gradualiy adjusted upward the financial plan indicators of fuels and 
energy users will reflect the impact of these increases only insofar as 
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it exceeds the fixed norm, i.e., 0.14 percent of a given sector's total 
operating costs, This holds true in particular for selected metal lur- 
gical industries, the building materiale industry, the chemical, glase- 
making and food processing industries. 


These phased price hikes will cause the price level of fuels and energy 
resources to go up by 19865, in relation to 1978, by 19 percent in the 
case of fuel oile and power coal, by 15 percent in the case of electri- 
city and supply hear, and by 12 percent in the case of coking coal, coke 
and gas fuels. This program should result in an additional consumer 
cost savings of approximately kee 5 billion, 


The effectiveness of these price-stimulus measures aimed at encouraging 
the more economical use of fuels and energy resources among industrial 
consumers should not be overrated. A key role must be played in this 
regard by the specific tasks of rationalization programs designed to 
come up with technical solutions to the problems of reducing fuels and 
energy consumption. The price system, working within the framework of 
the general system of economic management levers, must bring increased 
pressure to bear aimed at encouraging the efficient utilization of 

these resources. This pressure aimed at promoting the conservation of 
fuels and energy by means of price measures is also economically advan- 
tageous in terme of the opportunities it affords for implementing feasi- 
ble physical resource conservation measures and it is moreover of an 
enduring nature so as to bridge the gap between the economic incentive 
levers which take a longer time to produce results. Enterprises are not 
insulated from the real condition under which fueis and energy resources 
must be procured, and these price leve:s will play a more active role 

in furthering the planned development of material infrastructures and 
their more economical utilization. 


Fuels and energy management questions cannot remain strictly a concern 
of officials responsible for energy resources management and technical 
deveiopment of economic organizations, rather these are issues that must 
be addressed by all levels of economic management. It follows from 
this that plants, enterprises and VHJs must regard this fundamental 
imperative of our time as a perennial issue, and in this connection the 
success of the future growth of our entire economy will depend in 

large measure on the results that are achieved in implementing necessary 
cutbacks both in terms of the fuels and energy intensiveness of all 
sectors and branched as well as in terms of the public and private con- 
sumption of these resources. 


This means that it will be necessary to mount a broadly based planning 
effort and to carry out appropriate rationalization measures in the 
extraction, production and consumption of the resources concerned as 
well as in terms of effecting structural changes in our manufacturing 
industries. To be sure, some of these changes will be of a long-range 
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ature, since they will be based on the meeting of basic and essential 
prerequisites in the areas of scientific and technological development, 
capital construction or the international division of labor. However, 
most of these changes need to be carried out at a fairly rapid pace 

wo that they can help overcome existing shortages. This is mainly a 
question of carrying out measures which are demanding not so much in 
terms of technological requirements as they are in terme of the capital 
outlays that need to be made, but we need to support the implementation 
of these measures in every way we can, 


However, both calcgories of measures must be based on a long-range and 
realistic plan for the conservation of fuels and energy--both in the 
production and in the consumption of these resources, and in this con- 
nection we must act promptly to focus our attention on the optimal 

scope for the realization and benefits of these measures in the short- 
est possible time, insofar as this will be possible during the first 
years of the Seventh five-Year Plan (that is, starting as early as 1980). 
[t is necessary to get a head start on the implementation of these 
measures, 4 head start that will represent a major and tangible econ- 
omic reserve. And so the slogan that will be raised in this regard will 
read: the sooner and the more, the better. Under no circumstances should 
we permit ourselves to interpret the raising of wholesale prices in a 
phased manner as a signal to take a gradual, step-by-step approach to 
the harnessing of the well-known potential that exists for the conserva- 
tion of fuels and energy resources; on the contrary, the bigger the 

head start that enterprises achieve in this regard, the better things 
will be for them and for our economy as a whole. 


The gradual raising of wholesale prices for all types of fuels and en- 
ergy must be regarded as an objective reality; under no circumstances 
can it be expected that any exceptions will be made so as to permit a 
lowering of these prices. To count on the emergence of these kinds of 
opportunities and to concentrate on finding reasons to "justify" the 
making of such exceptions is diametrically opposed to the general pub- 
lic interest and to the interests of each and every one of us. 


As was already pointed out at the 14th session of the CPCZ Central Com- 
mittee we must view technological progress, including the advancement 
of all technological processes employed in production, consumption and 
construction, as the most important factor contributing to greater 
efficiency. The achievement of positive results in reducing the 
materials and, above all, the fuels and energy intensiveness of all sec- 
tors of our tanufaccuring industries must become one of key qualitative 
indicators governing the formulation and fulfillment of our economic 
plans, running the gamut from the plans drafted by central organs to 
the plans drafted by individual plants and workshops. So at the same 
time this will also become @n important criterion for judging the 
degree of efficiency achieved in turning out a given product, especially 
so in the case of capital goods, which, as part of the overall effort 
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aimed at reducing the costs associated with their future use in the pro- 
duct. 8 process, Must also be geared toward bringing about the necessary 
reduction in the technological consumption of fuels and energy. 


As tar ae imported fuels and energy are concerned, steps are being taken 
to address the need to scale down the physical volume of their consump- 
tion and to reduce the total level of spending on their procurement 

from foreign trade organizations which can and must do a good job in 
order to help us realize these goals. For it is after all true that 
every improvement in the efficiency of our export sales brings about a 
corresponding reduction in the capital replacement costs that must be 
borne in order to earn a given unit of foreign exchange. And so given 
the current level of world market prices for imported goods this emerges 
as 4 prerequisite for achieving a directly proportional decline in prices 
charged on the domestic market for imported goods, something which would 
therefore signify an economically meaningful decline in the raw materials 
and fuels and energy intensiveness of our industries and ultimately as 
well a major and general improvement in the economic efficiency of our 
industries and a higher rate of national ir.ome formation. 


in conjunction with the phased increases in the prices of fuels and 
energy resources a decision was made to implement a one-time increase in 
the wholesale prices of fuels and energy and certain other raw materials 
on | January 1981 in order to make sure that this price increase would 
cover the average estimated level of fuels and energy procurement costs 
during the Seventh Five-Year Plan. 


These comparatively exceptional price measures should not be confined 
solely to the fuels and energy industry in view of the intensity of the 
impact of these higher prices on the costs and profitability of allied 
industries, especially those which are more energy-intensive. However, 
the point is not to reflect all of the price changes to be made on | Jan- 
uary 1981 in wholesale prices of related products, rather the point is 
that we will take advantage of the partially modifying effect that these 
changes will have on the price levels of these related products insofar 
as their profit margins are concerned. Nevertheless, it will still be 
necessary, in order to sustain the economic viability of prices charged 
by consumer branches, to make subsequent adjustments, in conjunction 
with the changes in the wholesale prices of fuels and energy resources 
that are slated to go into effect on | January 1982, in the wholesale 
prices of a number of manufacturing sectors, including above all the 
chemical, metallurgical, building materials and construction industries, 
certain sectors of the machine building industry, the consumer goods 
industry, and the freight transportation industry. 


The agreed upon scope of these price adjustments is generating an extra- 
ordinary amount of pressure calling for the methodical and organized 
management of certain projects which are scheduled for completion in 
certain sectors and branches of the economy during the period between 








mid 1979 and mid 1981. Naturally, these projects, which need to be 
handled in a highly responsible and skilled manner, also entail certain 
unavoidable risks. 


Whereas the new level of prices charged fur fuels and energy resources, 
raw materials and transportation services was set by directive, the 
following factors will play a key role in setting the level of prices 
charged by related branches of the economy: 


~-the real coste of goods sold during 1978 for the CSSR as a whole as 
adjusted by the projected trends for costs of goods sold through 1980; 


--the level of profits earned during 1978, even though the maximum lev- 
el of profits to be taken into account will not exceed the profit rate 
that was factored into the program for the comprehensive restructuring 
of wholesale prices. 


In this way the new prices will meke allowances for reasonable profit 
margins (separate profit levels were set for sectors operating at a 

loss or for sectors whose profit margins are considerably below average), 
while in those branches where 1978 profits surpassed the norm established 
under the terms of the comprehensive restructuring program these resources 
will be used to absorb some of the impact of the fuels and energy price 
adjustments on the price level that is finally adopted. 


Full use will be made of those practical procedures which were employed 
and which proved to be effective in connection with the implementation 
of the program for the comprehensive restructuring of wholesale prices. 
The admustment of wholesale prices will contribute to the refinement of 
pricing methods employed in all branches of the economy and to the 
setting of better price relations within the framework of newly estab- 
lished price levels. The uniformity of prices in given sectors of the 
economy will be enforced by means of a system of price coordination 
boards and, as was similarly the case during the comprehensive restruc- 
turing program, the correctness of price calculations will be checked 
by means of preventive price controls. 


The implementation of a one-time adjustment of wholesale prices in two 

set phases, i.e., on 1 January 1981 for energy-bearing raw materials 

and on | January 1982 for related branches and sectors, will undoubtedly 
have a major impact on the workings of the other levers of planned 
management during the course of the Seventh Five-Year Plan. Objectively 
speaking, it will have an impact on the stability of the planning environ- 
ment and incentive levers that are employed during this period; the new 
wholesale pri-: ‘11 have to be reflected in plan performance indicators 
and enterprise . ial incentive systems. 














The spreading out of this one-time wholesale prices adjustment over a 
2-year period proved to be necessary in view of the fact that it was 
not possible to tinish work on the extensive conversions to the new 
prices in technologically related branches any time before mid 1981] 
without at the same time postponing the effectiveness of the new prices 
to be charged for primary fuele and energy resources. The adoption of 
4 transitional system of subsidies during 1981 will obviously mean that 
the terms of khozraschet management must be lived up to in the metallur- 
gical, ofl refining and building materials industries, where the impact 
of the price changes slated to go into effect on | January 1981 will 

be especially severe. In addition to the conversion of plan perform- 
ance indicators and enterprise material incentive standards, the new 
wholesale prices will also make it necessary to do some refiguring work 
with respect to turnover tax rates and the financial levers used to 
regulate foreign trade, and, finally, to make some adjustments in the 
fiscal and monetary levers of the planned management system. 


The current status of work on the implementation of this one-time 
adjustment of wholesale prices for the SEventh Five-Year Plan is char- 
acterized by the finalization of measures aimed at resolving problems 
of a methodological and organizational nature; in conformity with the 
established work schedule price lists covering the first phase of the 
adjustment process have been drafted and approved. 


in order to set a new price level it was first of all essential to 
decide on the level of profits that would be figured into the new 
wholesale prices. In accordance with previously agreed upon principles 
a standard profit rate was set for most sectors covered by the adjust- 
ment program that was based on the comprehensive reatructuring of 
wholesale prices, i.e., the 1978 profit rate. Profit rates were review- 
ed and set on a case-by-case basis for those sectors which operated at 

a loss during 1978 or which showed profit margins that were way below 
average. Special adjustment were made for some sectors of the oil 
refining, building materials, consumer goods and food processing indus- 
tries in order to give objective expression to the special conditions 
governing their production activities and development or for other impor- 
tant reasons. The profit levels that were set under the new prices will 
reduce the volume of profits earned by those sectors covered by the 

new price adjustment program by approximately Kes 1.2 billion in rela- 
tion to 1978 levels. The biggest decline in profits will occur in the 
metallurgical industries ( a deficit of Kes 2 billion in relation to 
1978 levels), while, on the other hand, profits in the building mater- 
ials industry will go up by Kes 1.3 billion. 


Much shorter deadlines were set for the drafting of these price changes 
in comparison with the deadlines set for the comprehensive restructur- 
ing of wholesale prices. So far, though, these deadlines have been met, 
and, for example, the price lists covering phase one of this program, 














i.e., the setting of new prices for solid and gas fuels, electricity 
anid heat, liquid fuels, motor fuels and other refinery products, were 
drafted and approved in conformity with the agreed upon work schedule, 
i.e., for the most part in conformity with the guidelines laid down 

by the government. It is especially noteworthy that many relative 
price adjustments were made in conjunction with the setting of new 
prices for the oil refining industry. Price levels were also set for 
other imported raw materials used by branches which are affected by the 
adjustment of wholesale prices (metallurgy, the building materials, 
chemical, consuner goods and food processing industries). 


The amount of work that has been completed to date by all of the organs 
and official participating in this program gives us every reason to 
expect that all deadlines, including those pertaining to the proper 
inspection of submitted documents, will be met. This is the purpose of 
the work plans and displays of worker initiative expressed in the form 
of collective and individual socialist pledges. 


The implementation of the phased and one-time adjustments of wholesale 
fuels and energy prices and of the wholesale prices of products produced 
by other sectors of the economy is a highly important measure within 

the context of the system of planned management levers that will be 
wielded during the next five-year plan. This program should help to 
bring about a better system of wholesale prices as an indispensable tool 
of efficient management, and it should pave the way for a more effec- 
tive system of management while at the same time lending impetus to the 
economical utilization of scarse and increasingly more costly fuels and 
energy resources in the Czechoslovak economy. This goal can be real- 
ized only as a result of the systematic, responsible and skilled efforts 
of all participating organs and organizations. 





The forthcoming adjustment of wholesale prices is an economic necessity. 
The methods that we have chosen for carrying out this program are real- 
istic and they give us every reason to expect that they will produce 
the desired results in terms of economic effectiveness. At the same 
time, this program amounts to a highly important opening shot for the 
start of the Seventh Five-Year Plan, but it is inevitable that this pro- 
gram will be neither the only nor the last such measure to be carried 
out during the course of the Seventh Five-Year Plan. For we have to 
count on the fact that in the future as well prices must react more 
flexibly, within reasonable limits, to those kinds of farreaching and 
long-term changes in objective conditions--both external and internal-- 
which we cannot now clearly foresee in concrete terms. 





Price policy is not confined merely to price changes which make the 
economic calculations of consumers more realistic. Measures that have a 
bearing on pricing methods are also being worked out in order to enhance 
the active impact of prices aimed at encouraging cutbacks in the amounts 
of fuel and energy consumed in the manufacture of new products (e.g., 
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the setting of price ceilings, the reaching of agreements on price 
incentive packages for technically and technologically advanced pro- 
ducts, and go on). Price policy is therefore helping to carry out an 
extremely urgent task of economic management, a task whose fulfillment 
will play an important role in deciding the course of our economic 

and social development during the next few years. 


lt goes without saying, however, chat in order to bring effective press- 
ure to bear aimed at encouraging the conservation of fuels and energy 
resources in the realm of consumption it is necessary, in conjunction 
with the formulation of specific, substantive measures to be implemented 
in individual branches and in the area of engineering research and dev- 
elopment, to take a comprehensive approach to the utilization of the 
entire system of planned management levers. 
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HUNGARY 


HAVASI NOTES LIMPLEMENTATION, TASKS OF 1980 PLAN FULFILLMENT 
Budapest TARSADALMI SZEMLE in Hungarian No 7, 1980 pp 11-18 


[Article by Ferenc Havasi: "The Status and Further Tasks of Implementa- 
tion of the 1980 National Economic Plan," shortened version of a lecture 
given at the 24 June 1980 session of the Central Committee] 


[Text] During preparations for the 12th Congress, the membership meetings 
and the regional party conferences approved and the congress ratified the 
practice of economic policy and direction as begun last year, and they 

also prescribed important requirements for its continuation in the future. 


In the portion of the year which has now passed, economic processes have 
on the whole corresponded to the general directions of the national eco- 
nomic plan. The fact that the improvement which began last year in the 
balanced international economic situation has continued is a favorable 
feature for economic development: exports have increased, imports have 
decreased. Consumption by the population and investments have developed 
fundamentally in line with the plan. 


Planned development of economic processes has been helped along by the 
fact that the state organizations concerned made the necessary central 
decisions at the time the plan was approved, and the rest of them were 
made as time progressed. The work of central economic direction--in line 
with the practice begun last year--has been characterized by keeping the 
economic processes in control. The new pricing and monetary regulation 
system introduced at the beginning of the year and more consistent central 
direction created stricter conditions for the enterprises than before. 


Wider and wider circles of enterprises and cooperatives began to adjust 
to these stricter conditions, to the changing economic environment. The 
economic organizations in increasing numbers are coming to the realiza- 
tion, or are being forced to realize, that they must supervise and evalu- 
ate thei: wanagement and their development activities. Their interests 
in reacting flexibly to changes in foreign markets, improving their man- 
agement of expenses, and increasing their profitability are gradually 
increasing. 
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Increasing e>por. and further significant decreases in import have both 
played a role iu the favorable development of the balanced foreign eco- 
nomic situation. In the area of imports, first of all, moderatioa in 
imports by energy providers as well as a reduction in domestic consumption 
were determining factors. For further improvement in the balance situa- 
tion, we must increase our ability to compete internationally, raise our 
efficiency, and accelerate the pace of reorganization of the productive 
organizacions. 


In analyzing the -xperiences and results of the economy, we must take into 
account that in describing economic processes and in projecting and evalu- 
ating the main tendencies for the whole year, there is more uncertainty 
than usual. fvaluation of the situation and drawing conclusions are made 
more difficult by the fact that since 1 January of this year the new pric- 
ing and monetary regulation system has been in effect in principle. Reali- 
zation of this and adjustment to its requirements is new to the enterprises 
and cooperatives, and is a task that will require a long time. 


industrial production during the first 5 months of the year remained a 
little below the level of a year ago, by about 1 percent. The development 
of production has not been uniform. 


Among the main branches of industry, production increased in the construc- 
tion materials, food, and energy industries. Development has been above 
average in the wood-processing, paper, printing, and textile industries. 


But the mining and machine industries declined significantly, and the 
metallurgical and chemical industries declined somewhat. The decline in 
mining was caused by a falling off in natural gas production. Production 
of iron smelters declined in response to the effect of domestic sales and 
partly of exports as well. The machine industry sold approximately 10 per- 
cent less domestically than at the beginning of last year. 


Production developed differently according to different ranches, enter- 
prises, and products. It was a favorable feature that dynamic growth in 
production took place mainly in enterprises capable of increasing exports 
for nonruble payment. 


In the development of production in the manufacturing industry, particu- 
larly in the machine industry--in addition to a lessening domestic pur- 
chasing power, declining demand for investment, and slow adjustment to 
export mirkets--several transitional factors played a role. Thus for 
example because of the price freeze during the first quarter, many enter- 
prises kept putting off signing of contracts and marketing activity--in 
hope of higher prices later. There were also problems in cooperative 
transportation and also in exports in some areas. The chemical industry 
and some enterprises in light industry experienced disturbances in supply 
of raw materials, and in some cases production ceased for a longer or 
shorter period. 








Today the situation is somewhat better. Relationships between enterprises 
are gradually normalizing. Production is more continuous; marketing is 
more active. On the basis of present information, a quickening of produc- 
tion and marketing is to be expected for the rest of this year because of 
the backlog of orders. The smaller-than-planned growth in production for 
the first 5 months of this year cannot be evaluated by itself. The less- 
ened rate of production in the mining and electricity industries is in 
harmony with the implementation of measures for coneervation, and from the 
point of view of overall efficiency, this is favorabie. Production in the 
machine industry is fundamentally determined by domestic demand and adjust- 
ment to export possibilities. Here fulfillment of the production plan 
could not have been expected. 


No unambiguous conclusion can be drawn for the whole year. It still re+ 
mains important, however, that we strengthen those factors that favor the 
profitable enterprises and give preference to faster-than-average develop- 
ment of those enterprises that work at a profit. 


In the construction industry, production decreased in harmony with moderat- 
ing demand. This is showing up today mainly in the area of civil engineer- 
ing. Harmony between supply and demand improved in the construction market 
as a whole. Work is being concentrated on completing constructions already 
begun. It is an unfavorable feature, on the other hand, that maintenance 
construction has also lessened. 


In agriculture, the spring work was completed in order. The area devoted 
to planting of autumn grains was greater than expected, and the condition 
of the plants is good. Planting of spring wheat varieties was delayed a 
little by the weather. The tendency experienced in the previous year in 
development of animal husbandry continued. Sales of slaughter animals and 
animal products grew by approximately 1 percent. The stock of cattle de- 
clined more than expected. The stock of swine is larger than in any previ- 
ous spring. Sales of slaughter hogs rose dynamically, and traffic in young 
pigs is lively. In small farms the continuance of a desire to produce has 
been assisted by restoration of the weight limit for sales that was reduced 
last year. 


The supply of materials, machines, and other thi.gs necessary for agricul- 
tural work has been adequate. Requirements for artificial fertilizer were 
less than last year. Supply of fodder has balanced out. 


The decline in the number of employees in iidustry and construction has 
continued or even accelerated a little. In the first 5 months of this 
year, the number of people in industry and construction was 61,000 less 
than in the corresponding period last year (declined by some 46,300 in 
industry and 14,200 in construction). The decrease in number of people 
has touched almost every area of industry and construction, but it was 
greatest in the machine industry, in light industry, and in civil engi- 
neering. First of all, the number of laborers went down. At the same 
time the number of employees in agriculture and in the service sector 
went up. 
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Since the number of employees decreased more than production, productivity 
continued to rise--if only by a modest amount. The decrease in the number 
cf workers in pi .tction was caused mainly by resignations initiated by the 
workers, but in lx «wy with the interests of the enterprises. The enter- 
prises--while keeping an eye on expected developments in profits--are try- 
ing to make maximum use of the opportunities extended by the decrease in 
work force to increase the average wage level, 


Investment has moderated in harmony with the goals set by the national eco- 
nomic plan. Compared with last year, 9 percent less was paid out for in- 
vestments. Because of restricted sources of funds and more careful weigh- 
ing of the start of new developments, enterprise investments decreased by 
15 percent. About 1 percent more was spent for state investments than in 
the corresponding period of last year, but this is mainly connected with 
factors of a transitory nature. 


Harmony between supply and demand for investment is more favorable now than 
in earlier years. Demand for credit on the part of the enterprises has 
moderated. Most of the investments planned to be realized through credit 
are for acquisition of machines with fast payback, low cost, and relatively 
high profitability. From the point of view of balance, it is also a favor- 
able feature at present that import of machines that cannot be paid for in 
rubles has moderated. It can be observed that enterprise development ac- 
tivity has hecome more deliberate and careful. 


At the beginning of the year, in connection with the preparation of the 
Sixth Five-Year Plan, an examination of the most important investments in 
progress or in planning was conducted. The examination only touched in- 
vestments of this year to a small extent, but in a few cases a stopping of 
those in progress was necessary. The implementation of the requirements 
of economic policy took place most of all in investments in planning. 


Income levels of the population rose in harmony with the provisions of the 
plan. Wages and wage-like income rose by 3.3 percent all together, by some 
6.5 percent when supplemental wages are added. Dividends at the end of the 
year decreased somewhat, and between 3 and 4 percent more was expended for 
workers' wages. Average wages increased faster than this, because the num 
ber of workers and employees decreased. Wage increases at the beginning of 
the year reflect a more-careful«than-usual wage policy on the part of the 
enterprises. Income to the population connected with social security rose 
dynamically in accordance with expectations. 


The retail price level rose during the first 4 months of the year, accord- 
ing to plan, by about 1.6 percent. In addition to the price increases 
provided for in the plan, there were also some price decreases. Changes 
in retail prices of goods with uncontrolled prices did not differ substan- 
tially from expectations. Maintaining the retail price level within the 
planned limits was helped by the fact that the state expenditures abscrbed 
sore of the excess load. Real income of the population developed accord- 
ing to the plan. 
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An appropriate supply ef gooda-=in the interest of preservation of the 
standard of living we have achleved=-incentives for better work and higher 
incomes, and assurance of rational use of profits continue to be an impor- 
tant political question. The supply of basic foodstuffs and consumables 
has been adequate and balanced, Sales of foodstuffs and consumables in 
emall businesses have increased by 2 percent. 


Traffic in tourist services has decreased. Sales of industrial articles 
have decreased a little below last year. The availability of industrial 
goods--especially at the beginning of the year--was less favorable than 
usual. Inadequacies in both the variety and quality of available goods 
occurred. Reduced business inventories played a role in this, as did the 
fact that at the beginning of the year, the industrial enterprises did not 
undertake deliveries, or did so only in limited amounts. Since middle of 
february the supply of goods has gradually improved, and it is presently 
acceptable and balanced. 


The central measures undertaken last year concerning retail prices have 
nad an influence on the development of the structure of consumption as 
well. The quantity of meat and meat products sold has not grown substan- 
tially. In the first 4 months of this year the amount of electricity used 
per household declined, and the use of gasoline did not rise in spite of 
the significant rise in the number of personal automobiles. These factors 
have a saving effect on imports. 


The fact that exports grew in accordance with the plan and imports less- 
ened played a large role in the improvement of the foreign trade balance. 
In the first 5 months of the year the total volume of exports rose by 

3 to 4 percent, while imports were 7 percent less than last year. 


In the ruble accounts, the volume of imports rose by 2 to 3 percent, and 
the volume of exports went down by 2 to 3 percent. Since April, however, 
an increase has been experienced. We are fulfilling our commitments to 
other nations. 


The volume of exports to nonruble countries rose by 10 percent, and im 
ports declined by 15 percent. The excess of imports [over exports] was 
about one-fourth that of the corresponding period of the past year. Devel- 
opments in production, moderation of the level of investment, and import 
approvals played a fundamental role in the moderation of imports. Exports 
were helped by the fact that opportunities for selling some metallurgical, 
chemical, and food products improved. But sharpening of competition is 
making it more difficult to sell machinery especially. 


Price levels in foreign commerce are expected significantly to exceed esti- 
mates, bat exchange proportions--mainly depending on imported oil--may 
develop more favorably than planned. With further efforts directed at 
economic increases in export and rational import management, conditions 
can be created for achievement of an even smaller import excess than 
planned. 
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in January of thie year we introduced the new pricing and (monetary) regu- 
lation syater, which==-in spite of transitional problems at the beginning 
--ie fundamental'y working well. In the first quarter the price level of 
industrial products was 7 percent above expectations, and it exceeded last 
year by 15 percent. Last year's rise in world market prices, which was 
faster than expected, the behavior of enterprises attempting to make excess 
profite through wholesale prices, and even the higher price level achieved 
in export to capitalist countries contributed to this. 


Deviations from expectations were especially great in the machine, chem 
ical, and light iodustries, and in mining. The higher price level was felt 
mainly in produc. es for further processing and in the price of investment 
goods. Besid> the higher-than-calculated wholesale prices, retail prices 
correspond to those assumed in the plan. 


because of the higher=than-expected price level, an examination of whole- 
sale prices has begun, and price controls have been strengthened. The 
examination has only led to small-scale price reductions in a few cases, 
but it is characteristic that after the price freeze was lifted the enter- 
prises relented from their intentions to raise prices. Because of the 
rapid rise in worid prices and in order to moderate the wholesale price 
level, the financial organizations involved modified the foreign exchange 
rates on 1 March and revalued the forint. in harmony with the principles 
of the new price system, and corresponding to the rise in world prices, 
the wholesale pricee of many products--oil, gasoline, diesel fuel, wood, 
rolled steel--were raised. 


The monetary regulation system, which is more prescriptive than before, 

is leading to a significant realignment of profitability in certain depart- 
ments, trades, and enterprises. This is indicated by the fact that due to 
the effect of the introduction of the new price system, the yield in indus- 
try for each 100 forints expended on equipment and wages declined from 11 
forints in 1979 to 6 forints 25 fillers in the first quarter of this year. 
in most of the extractive industries and the departments producing raw 
material--for ex maple in mining and electricity--profitability has im- 
proved; it did not change in metallurgy, and it declined in the processing 
industries. With the exception of the food industry, the decrease in pro- 
fitability in the processing industries was less than the average for in- 
dustry, but it was especially important in the machine industry and the 
chemical industry. Profitability was different among the various branches 
and also among various enterprises. 


It must be emphasized that with regard to the short time that has elapsed 
so far, it is not possible to make unambiguous judgments on whether the 
truly efficient enterprises have grown faster and the less efficient ones 
have stagnated or fallen back. It is favorable, however, that the enter- 
prises have become more sensitive to world-market processes. In their 
purchases they are more careful to see that they acquire only the raw 

mat rials, basic products, component parts, and finished products neces- 
sary for production. Initiatives have been made for economical substitutes 
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for imports and aiso for the realization of steps to conserve energy. 
More and more enterprises are trying to moderate the effects of changes 
in commercial exchange cates through exchange-rate ineurance. 


The general monetary situation and solvenc, of the enterprises improved 
during the first quarter, and the number of enterprises with long-term, 
unpaid obligations and the amount of the debts decreased. A significant 
role in this was played by an increase in short-term credit. 


A resolution of the losses and deficits in dividend and development funds 
resulting from operations during 1979 is now in progress. In most enter- 
prises this happened according to the established rules, although it in- 
volved a substantially greater-than-expected use of enterprise reserve 
funds. Solution of monetary problems and repeating or large operating 
deficits will require central evaluation and action in the case of 10 en- 
terprises. Part of the decisions have already been made in the case of 
five large enterprises, and the rest are in preparation. 





There are also some economic organizations that presently are not showing 
losses or deficits, but have low productivity or profitability, and if we 
do not take the necessary steps, they can turn into losses in succeeding 
years. We must arrive at the point where we can avoid the development of 
such situations or at Least keep them to a minimum. 


The resolution of the situations of enterprises with losses, deficits, and 
low efficiency can only be accomplished and is only necessary with a pro- 
gram tied to comprehensive efficiency requirements. The paths to resolu- 
tion that can be seen today are far-reaching and multileveled. The most 
important of them is modernization of the production system--including 
cessation of uneconomic production and export--solution of internal opera- 
tional problems, improvement of the organizational system, and raising 
the level of leadership. 


If these measures give sufficient guarantees for resolution of the monetary 
deficiencies and for profitable operation, then central monetary steps can 
be taken in connection with them to help the long-range solution of the 
economic situations of these enterprises. The working out and deliberation 
of these programs has begun. 


Realization of the economic policy goals of the Sixth Five-Year National 
Economic Plan makes necessary a modernization of the organizational struc- 
ture of the enterprises. The basic goal in this work is to develop eco- 
nomic units that will be better capable than at present of improving their 
competitive ability and adjusting flexibly to market conditions. The inm- 
plementation of the organizational modifications must result in a closer 
connection and more interest between activities of units engaged in re- 
search, production, and marketing, so that efficiency of operation can 
grow, expenses can be reduced, supply can be improved, demand can be bet- 
ter satisfied, and overhead costs can be reduced through simplification 

in leadership. A work similar in importance to this--which is also in 
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progrese=-ie he realization of a system of direction, decisionmaking, and 
interests witiin enterprises aud trusts to extend the most favorable possi- 
bilities for successful operation and development of the whole enterprise. 


Everything must help to strengthen cooperation between enterprises and 
cooperatives based on mutual interests, to develop new forms of coopera- 
tion, to increase independence and willingness to risk, and to change ac- 
tivities flexibly, adjusting to requirements, The working out of recom- 
mendations on the basis of accepted controlling principles has begun, and 
the necessary decisions will be made as time progresses. (Thus, for 
example, there has already been a decision that on 1 July three trustse-- 
the wine, tobacco, and sugar industries--will be discontinued, and their 
member enterp ises will become independent enterprises.) 


The necessary organizational changes have social and political prerequi- 
sites also, because they directly affect the working and living conditions 
of certain groups and individuals. The changes are creating more favorable 
conditions for the fulfillment of industrial democracy and for the imple- 
mentation of worker initiatives, but they are accompanied by transitional 
problems and sometimes uncertainties. Regional and enterprise party or- 
ganizations have and will have a great social and political responsibility 
in gaining acceptance for the changes, finding solutions of cadre ques- 
tions, and reconciling social, group, and individual interests. It must 
be made clear that this task is not like a campaign, but part of the well- 
thought-out, broad-based series of steps with the final goal of improving 
efficiency of operation. 


As the basis of a sustained improvement in the balance situation in the 
future, it is necessary that we accomplish the directive and organiza- 
tional work that was also confirmed by the 12th Party Congress more con- 
sistently and flexibly. There is now no need for new decisions at this 
level. But it is required now that besides the planning and direccive 
work, we at the same time must be concerned with long-range and daily, 
practical questions, whenever the situation requires. What kind of ques- 
tions are these? 





--The most important task in the remainder of this year is the fulfill- 
mer’ of the 1980 plan, making the new pricing system and mechanism work, 
preparing the 1981 national economic plan, and continuing work on the 
Sixth Five-Year Plan. 


--The continual examination and integration into the plan of investments 
already in progress and in preparation, must be approached from the point 
of view of balance, organization, and improved efficiency. 


--Work connected with development of enterprise organization must be con- 
tinued, so that the enterprise organization can better achieve its goals 
of economic policy. There is a need for continuity in this work; we must 
guard against campaign-like situations, and these activities must be inte- 
grated into the whole development of industry control. 
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e~-The situation of deficient enterprises needs to be resolved, harmonizing 
thie work with social, political, and economic policy interests. 


~-Secondary and supplementary economic activities must be assisted so that 
their integration with large socialist units can be strengthened and their 
willingness to assume risk can be strengthened at the same time. 


Neither in leadership nor in enterprise operation can the fulfillment of 
this year's plan be separated from the preparation of the 1981 plan and 
the Sixth Five-Year Plan. 


in the formulation of international conditions for this work, an important 
role was assigned also to the 36th session of CEMA held in Prague 17 through 
19 June. The session devoted much attention to the tasks incumbent on the 
economic community due to changing world economic conditions, particularly 
the determination of what to do to insure energy and fuel. 


We are approaching the conclusion of work on coordination of the 1981-1985 
national economic plans for the CEMA countries. Already-achieved results 
of the work done in the interest of realization of plan coordination and 
long-range goal programs have created fundamental conditions for the CEMA 
countries to work out the main directions of their social and economic de- 
velopment for the following plan period. 


The working out of the Sixth Five-Year National Economic Plan is following 
the accepted work program. It is expected that a draft of the Sixth Five- 
Year Plan will be presented to Parliament in December. This will be pre- 
ceded by a broad-based social debate. 


We must continue to take the necessary steps to implement the pricing and 
monetary regulation system and to acquaint the economic organizations with 
it. Special attention must be paid to a planned formulation of wholesale 
prices, enterprise income, retail prices, personal income, and foreign 
trade and to a tightening of short-term credit activity. 


In accordance with the decision on wholesale prices made in April of this 
year and the new pricing principles, on 1 July the wholesale price of 
coal will rise by an average of 20 percent, electrical energy by 11 per- 
cent, steam energy by 21 percent, heating oil by 30 percent, and natural 
gas by 15 percent. With this step domestic wholesale prices throughout 
the whole area of energy providers will by and large correspond to world- 
market prices. The 1 July changes in wholesale prices will not, however, 
alter the retail-price provisions of the 1980 plan. The retail prices of 
heating fuel or electrical energy purchased by the population will remain 
unchanged. Because of this, state support for these will increase. 


The fundamental task of the directing organizations is analysis of the 
development of industrial production from the standpoint of whether the 
requirements of efficiency are being realized in them and whether differ- 
ential development expressing competitive ability is being implemented. 
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lt is especiilly important=-also from the point of view of domestic supply 
and development of the balance situation==that the grain crop, which 
promises to be favorable, be harvested with minimum lose and in time, 
Necessary preparations have been made by estate directive and economic or- 
ganizations. Procurement and marketing of vegetable and fruit crops must 
be carefully organized, 


in harmony with preserving our standard of living and our economic oppor- 
tunities, our goal is improvement of the situation of those in need from 
the socialist point of view. For this purpose the 1980 national economic 
plan provided as income reserve of between 0.5 and 1 billion forints. 
Within this ‘ranework we will increase family supplements effective 1 July 
1980 for families with three or four children and for single-parent fami- 
lies with two children by 150 forints a month per child, for families with 
five children by 120 forints a month, and for families with six or more 
children by 100 forintse a month. This measure will affect 190,000 fami- 
lies with 600,000 children at a cost of 450 million forints this year. In 
reaching this decision those responsible were led by the intention to en- 
courage families to have a third and fourth child. It is for these fami- 
lies specifically that the family supplement per child is largest. At the 
same tine we will still have the task in the future of assisting families 
with many children in other ways. 


We are also raising the family supplement for a severely handicapped child, 
requiring continual care but not inst{tutionalization, by 300 forints a 
month. Thie measure will affect from 10,000 to 15,000 families, and cost 
20 million forints this year. There is need for state participation in 
gasoline expenses for those with restricted mobility, and further there is 
need for an increase of some 50 million forints in social and educational 
assistance for the councils. The total cost of these social policy mea- 
sures this year will be between 500 and 550 million forints. 


The requirements of the 1980 plan have created conditions for a vigorous 
continuation of the successful work done in the first months of this year 
to accomplish the economic policy tasks arising from the decision of the 
12th Party Congress. We can be justly confident that with the further 
active support, working participation, and joint efforts of our working 
people we will accomplish the tasks before us in a way that will form the 
basis for our future progress and for the Sixth Five-Year Plan. 
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HUNGARY 


LEADERS' INDIFFERENCE TO ECONOMIC POLICY CHANGES SCORED 
budapest FIGYELO in Hungarian No 29, 16 Jul 80 p 3 
lArticle by Otto Lukacs: “The Practice of Postponing"/ 


[Text/ The necessary changes are taking place way too slowly in many 
areas of the economy. The “practice of postponing” is, undoubtedly, partly 
responsible for this. 


Many economic and technical executives (of the main authorities, the 
councils, enterprises and enterprise headquarters) do not like the new 
proposals, the innovators and the new conceptions, mainly because they 
want to preserve the “consolidatec" situation, the familiar method and 

the beaten path. They think that the change in the economic environment 
does not concern them directly and that they do not have to search for 

and find new paths or implement adaptive changes. However, the flexibility 
and competitiveness that is required by the present situation can come 
about only by an extensive and constant reform of the organizations, 
products, technologies, and so forth. 


No Need for Hurry? 


Of course, some people tend to postpone things because a new conception 
would require more up-to-date knowledge and information. But it also may 
happen that, when introducing something new, individual responsibility 
and, of course, certain risks, must replace collective responsibility (as, 
for example, when introducing a new product). On the basis of all this, 
it is more advantageous for individual management executives (but not for 
national economy) to reject an organizational proposal or a technical 
innovation, disregarding the even greater--and unjustified--risk that is 
inherent in the adherence to the old. Unfortunately, this behavior in 
our situation often means only an economic--and not a personal--risk, for 
individuals are very seldom held responsible for failing to take a neces- 
sary step. 


True, the person making the proposal may turn to outside and higher 
authorities for the defense of a good cause--if he has enough energy and 
courage. Thus an "elegant" method of rejecting innovative proposals was 
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established wiich entails no danger to the rejector; this method is called 
postponing. Jntortunately, thie is made easily possible by an extremely 
divided management and red tape. 


Let us suppose that someone submits an important proposal of rationaliza- 
tion to the supreme authorities. If the proposal seems to be good--that 
is, it cannot simply be rejected--but they do not want to assume extra 
responsibility or extra work, two decisions may be made: 


1. "The proposa!’ oust be examined and worked out in all details." 
2. ‘The proposal must definitely be incorporated into the long-range 
plan." (That is, there is no need at present to take any measures regard- 


ing the proposal.) 


Since the fate of extensive--and, consequently, important--proposals is 
that they will be "incorporated" into the long-range plan, their fate is 
Already sealed at the beginning. This is a guarantee that there is no 
need for hurry. After the decision, the proposal will be given to a main 
department where the chief clerk will prepare the detailed proposal. This 
will then be evaluated by his immediate superiors: by two persons at best 
(by the chief of department and the chief of main department) or by four 
at worst (by the head of section, the deputy chief of department, the chief 
of department and the chief of main department). If the material is under 
the jurisdiction of only one main department, then it will subsequently be 
read only by the deputy minister and the minister, that is, four or six 
people deal with it+-in addition to the one who works out the detailed 
proposal. 


The “Art” of Postponing 


This is a rare case, however, for almost every subject has a financial, 
legal, developmental, organizational and labor side as well. In a ministry, 
however, these topics belong to various individua main departments. In 

the main departments, too, at least three persons deal with the case before 
it reaches the deputy minister. This means that the 5 to 7 persons are 
joined by another 5 times 3, equalling 15 persons. Thus, in addition to 

the fact that about 20 people worked on the proposal (in a single ministry!) 
the responsibility is also divided among them when it comes to this or that 
interpretation of the case, the inclusion or elimination of proofs, the 
handling of statistical data, the correctness of the calculations, the 
progonses, and so forth. If the case seems to be complex, it can be given 
out, before it goes to the minister, to a research institute for research. 


[f, however, the case is of greater importance, then it must be examined 
also by the other branch and functional organs before the proposal can be 
submitted to the higher authorities for a decision. It is difficult to 
say how many people deal with the proposal in the individual joint minis- 
tries, but there will be at least three of them. Thus, counting only 10 
portfolios (we are leaving out many of them) this will amount to 30, or a 
total of 50 persons. 


58 














The charae orietic attribute of our system of decisionmaking, namely, that 
all of the "interested" organs must be in agreement before a decision is 
made, comes from the segmentation of the organizational system, Since the 
institutions that take part in preparing decisions represent characteristic 
and parcial interests, it is no wonder that precisely those proposals 
encountering the largest opposition are the ones which are most needed and 
new and which would entail some changes. Each interested organ or institu- 
tion will crim some edges off the original conception which will thus 
hardly be recognizable av the end. However, one cannot make a successful 
operation with a dull knife. It is no wonder, then, that proposals which 
are important “at the start" will bring at the end only hardly perceptible 
changes and results. "The mountains are in Labor and will bear mice," we 
often hear, although special committees, ministries and research institutes 
took part in the process. 


A Few Examples 


This kind of administration will make responsibility rather blurred, while 
the months go by. But problems still remain, even if the proposal is 
accepted through the described process. 


Although the supreme organ that makes the decision determines the organ 
(organs) responsible for the implementation; the actual implementations 
may in many cases be delayed on this level as well without any serious 
consequences and without the risk of individual--or even only financial-- 
responsibility. Is this an exaggeration? Let us look at a few examples. 
Here is the conservation of the Balaton. The Council of Ministers issued 
a resolution about this in 1972. In spite of that, the restricted areas 
have been developed. The implementation of the resolution would not have 
required a special effort: the only result required was that the building 
permits should not have been issued. Besides, the resolution's implementa- 
tion was easy to monitor. 


The other example is somewhat more complex: the balancing of demand and 
supply. The 1968 reform had already emphasized a balance of demand and 
supply and a greater conformity to the market, and wanted to give a greater 
role to pricing. "We must recognize the market's effect on values and the 
effect of demand and supply on the prices, and we must make society recog- 
nize it, too, for this is the only way in which we can have a consistent 
policy of Living standards. On the other hand, the probable move of free 
prices reflects the effects of costs and of demand and supply, thus it can 
be occasionally disadvantageous, occasionally advantageous for the 
consumer..." (Report on the 23 November 1967 meeting of the Central Commit- 
tee. Tarsadalmi Szemle.) 


Actually, the resolution of the 12th MSZMP Cor ress also underlines part 
of these thoughts: "Based on the common property of capital goods and the 
socialist planned economy, it reckons with the fact that products, money, 
and the market are integral parts of socialist economy." (Item III.10.) 
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Yes, but bran h delineation--and, consequently, inflexible delineation of 
enterprise profiles--separates the domestic market from the producer, 

(See the article that appeared in the FIGYELO, No 22, 1980). This became 
clear, of course, as long ago as the early 1970's, and this is why the 
higher authorities passed a resolution about bringing industry and commerce 
(that is, producer and consumer) closer together and about creating more 
interest for the industry to follow the market. In order to achieve this 
goal, another resolution was passed in 1973 about the possibilities for 
organizational changes. Nothing significant happened until 1979 to imple- 


ment the resolution. Thus ths higher authorities issued yet another, this 
time a more detailed and more precise resolution, in early 1979 to call 
for a solution of the problem, And now, in the middle of 1980, imp le- 


mentation has not even started. The interested parties say that, although 
the conception is right, of course, it is better not to take any decisive 
steps since the economic situation is complex and difficult and organiza- 
tional changes may stir the emotions. As far as the arguments are con- 
cerned: 


1. If the national economy were not in a difficult situation and if every- 
thing were all right, nothing would have to be changed, for why change 
something that is all right. This is precisely why we must make changes: 
everything is not all right. 


2. Organizational changes generally do not directly affect the workers in 
factories, plants, depots or stores, but rather the chiefs of the enter- 
prise and supervisory organs. If the question's more efficient solution 
worries them, it does not necessarily mean that it is unequivocally bad. 


The next example is rather well known. It became clear as long ago as the 
early 1970's. The result: between 1970 and 1978, the number of state 
industrial enterprises decreased from 812 to 700, and the number of indus- 
trial cooperatives decreased from 812 to 685. Since the number of indus- 
trial units was 19,71+ at the end of 1978, the average number of units per 
enterprise or cooperative (with a great dispersion!) is 14. The surveys 
prove that certain enterprises have many industrial units which are neither 
technically nor commercially related to them, or that these relations are 
very loose. But then, why do these units still belong to the large enter- 
prises which are not compelled to manage them efficiently and to adapt 
flexibly to the market? 


The next example for postponement is the fate of corporations. It became 
evident that in many cases it is not profitable to limit the enterprise's 
protile. Thus tie necessity and possibility for corporations emerge where 
the enterprises may find partners for research, development and sales, and 
so torth, or create a company. Until now, corporations, with a few 
exceptions, have been created very slowly. Im many cases, the desired 
solution is "postponed" by a fear from the new, a lack of interest and, 

to a great extent, by the branch classification. 











Urgent Tasks 


On the basis of these examples, the following question is justified: How 
can we step forward? Several studies tried to give an answer recently (for 
example, Miklos Vilaghy's article in VALOSAG, No 5, 1980, or Tamas Sarkozy's 
article in KOZGAZDASAGI SZEMLE, No 5, 1980). From these, the following 
lessons, among others, may be drawn: 


lL. Red tape must be significantly reduced, both on state and the enter- 
prise levels. 


2. The orders dealing with enterprise autonomy, that is, the enterprise 
laws, must be consistently carried out. 


3. The pseudolarge enterprises--created by a forced amalgamation of many 
smaller units--must be abolished. 


4. The right resolutions must be implemented, resolutions which encourage 
the producer to become directly connected with the market and to be 
interested in adapting to the market. 


The above examples show that the issue is the fate of resolutions and 
economic decisions that are good, sensible and absolutely worthy of support. 
If there are indications of impatience in professional circles, the reason 
is precisely that the decisions being postponed are those which reflect 

the interests of the national economy and society. The present institu- 
tional system, and the organizational breakdown and rigid hierarchy defi- 
nitely play a role in this; their character includes the postponement of 
those decisions which do not serve the organization's alleged interests. 
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HUNGARY 


CHANGES IN RATE OF EXCHANGE SYSTEM DESCRIBED 
Budapest PENZUGYI SZEMLE in Hungarian No 7, Jul 80 pp 499-505 


[Article by Matyas Timar, president of the Hungarian National Bank: "Our 
Rate of Exchange System in a Changed World Economic Situation" ] 


[Text] As a consequence of the dimensions and natural endowments of our 
economic development, an indispensable condition for our economic develop- 
ment is an increasing participation in international work specialization. 

The more intensive and extensive the international economic relations we need 
the higher is the level of our development and the greater our economic 
development tasks. 


Our Rate of Exchange Policy in the New Economic Guidance System 


Our participation in international work specialization has been accelerated 
since the reform of the economic guidance system. We regard it as a besic 
principle that a guidance system built on the unity of central guidance and 
enterprise independence can function well only if the prices correctly 

orient the decisions by producers and consumers. Therefore, simultaneously 
with the reform of the guidance system we carried out a price reform, brought 
our producer prices closer to the expenditure ratios, and tried to build up 
an organic relationship between domestic and foreign market prices. However, 
that specialty of our price system has survived according to which the 
withholding of social net income is realized essentially in producer prices, 
not in the consumer sphere. Therefore, we have not developed the inter- 
nationally customary "two-level system," that is alaer producer and higher 
consumer price level. As a consequence, neither in 1968 nor the following 
years was there opportunity for the introduction of a unified rate of 
exchange. We were only able to achieve separate unified rates of exchange 
for the two large groups of total foreign exchange accounts, those related 

to the population (for example, tourism, honoraria, inheritances, etc.) and 
those related to foreign trade (export, import, related transport, advertis- 
ing and information costs, etc.). In this "two-step" rate of exchange 
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system, we based the noncommercial rates of exchange on the consumer purchasing 
power parity* of the convertible foreign currencies and che forint; and the 
commercial rates of exchange (until the end of 1975 their official name was 


— om —— — — 


*The noncommercial rates of exchange for the national currencies of CEMA 
coutries are based on multilateral agreements. 





foreign trade price multipliers) were based on average economic "production 
costs" as reflected in forints in the foreign exchange receipts gained from 
exports, 


But the attainment of a unified rate of exchange survived as * |! »ng-range 
goal, knowing that to do this it would first be necessary to « asform the 
price system in such a way that we would transfer into consum prices a 
greater share of the social net income withholdings from the producer price 
sphere. With this, a two-level price system will come into being in which 
the difference between producer and consumer prices will be bridged by 
introducing sales taxes. (In countries which have a convertible currency 
we cannot speak of a complete identity of the parity relations of these two 
spheres, but the difference moves in narrow limits). The unified rate of 
exchange will be an important step toward clarity of economic vision and 
decisionmaking. Measured by international standards, it will represent an 
important step toward giving recognition to a more developed financial system 
and establishing the external convertibility of the forint. 





Influence of the International Environment on Rate of Exchange Policy 


The first few years following the reform of the economic guidance system 
were relatively calm for the rate of exchange policy. Although it was 
creaking and groaning in the joints, the international financial system 
created at Bretton Woods maintained itself to the early 1970's. One of 

the most important basic principles of this system was that it was built on 
fixed foreign currency rates of exchange: the participating countries 
declared and then maintained over a relatively long period--if necessary 
even at the cost of sacrificing a significant share of their foreign 
exchange reserves--the official exchange rate of their currency and permitted 
only a very small fluctuation. Of course, the rate of exchange was 
changeable, and they did change it when there were substantial shifts in 

the economic situation of one of the participating countries. But in the 
early 1970's the countries changed the rate of exchange for their currencies 
rather rarely. In a significant number of the developed capitalist countries 
this was the era of a relatively rapid and balanced economic growth, and 
inflation was only a few percent. The development of the price level--looked 
at from the viewpoint of today--hardly varied in the individual countries 

and this made it easy to maintain a fixed rate of exchange. On the other 
hand, it is also true that the financial system built on fixed rates of 
exchange constrained the individual countries to a significant degree to 
restrain domestic inflation. Thus it was not only the ratios among one 
another for exchange rates of convertible currencies that changed rarely, 
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but the price .evel for international trade also hardly ever rose. The 
maintenance of an organic relationship between domestic and foreign trade 
prices did not require, therefore, in Hungary either the modification of the 
forint/rate of exchange level--the "average rate of exchange" vis-a-vis 

the convertible currencies, 


The situation was basically changed following the collapse of the Bretton 
Woods system. On one hand, this was a consequence of the fact that in most 
of the capitalist countries inflation accelerated and made it impossible to 
miintain stable rates of exchange. On the other hand, conversion to a 
"floating" rate of oxchange--where the countries do not declare an official 
rate and the exchauge can and does change freely--does not constrain the 
individual countries to take a strong stand against domestic inflation. It 
is no wonder that in the soil of economic crises, given the limits of a 
-'nancital system so extremely tolerant of inflation, that this inflation 
also spread to international trade, raising permanently and to an important 
extent its price levei and changing the price ratios. The different rates, 
country by country, of the rise in the price level, the price ratio changes 
of international trade, and the varying adjustment capabilities of the 
countries are expressed in the frequent and extreme changes in the money market 
exchange rate ratios for the convertible currencies. 


Our Rate of Exchange Policy from the Mid-1970's 


This world economic and financial situation has also confronted the rate of 
exchange policy with more difficult tasks. The rapid external inflation 
and the relatively stable domestic price level made an active rate of ex- 
change policy necessary, as well as the appropriate modification and upward 
evaluation of the rate of exchange level for the forint. In recent years, 
this principle was not fully realized: we did not evaluate the forint 
upward to the extent that would have been required on one hand by the 
development of the foreign market price level, and on the other hand by our 
effort to assure a relatively stable domestic price level. 


To protect the domestic price level, import supports of significant size 
became necessary. But this also meant that the domestic price ratios 
became rigid, and changed only to a relatively small degree and with signifi- 
enat delay at a time when change on the foreign markets was very rapid and 
great in extent. In this way, our prices could fulfill their function of 
management orientation only in a limited way. The producers and the con- 
sumers did not pay or receive those prices for the different products which 
they cost the economy; in this way the price system did not adequately 
provide for the coordination of enterprise and national economic interest, 
made rational management more difficult as well as the development of 
necessary structural changes. 





As for following the money market rate of exchange ratios, when in the 
spring of 1973 fixed parities were terminated and the "floating" of the rates 
of exchange became general, the Hungarian National Bank wished to follow 
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the principle of correcting the forint rates of exchange of capitalist 
curreneles only in the case of permanent money market trends, taking into 
account also the exiating ood expected economic changes behind the movements. 


in practice, it wae difficult to realize this principle, and thus a justified 
rate of exchange correction was not alwaye carried out. In the past year or 
two, money market movemen! also became more spasmodic and developed amid 
extreme daily swings is permanent trends. Frequently, there were changes 
which could not be justified by economic reason, reflecting psychological 

or speculative effects, and thus a judgment of what kind of situation might 
be expected became extremely difficult to make. 


Our Rate of Exchange Policy Beginning in 1980 


We have been forced to examine the practice followed thus far in our rate of 
exchanse policy--both in respect to the rate of exchange level and the rate 

of @& we ratios=-because the elimination of the distortions that accumulated 
over the years became the key question in the price system and in the further 
development of the economic guidance system. The measures carried out on 

| January 1980 tn the area of producer prices made the relationship between 
domestic and foreign market prices tighter than before. This can be 
characterized by the fact that 


--we based the domestic prices for raw and basic materials on world market 
prices, and with a flexible price mechanism we sought to assure that they 
would continuously follow the permanent changes; 


--we likewise based the domestic prices for energy and energy sources on 
world market prices, and from time to time these are adjusted to the changing 
world market prices by official decision; 


--in broad areas of the processing industry, in the so-called competitive 
areas, the price attained in export, or the profit, became the standard for 
domestic price formation. 


These price formation principles and the flexible price mechanism assure a 
continuous link between domestic and foreign trade prices. At the same 

time, because of the stagnation of the capitalist world economy, the increas- 
ing unemployment, the unsettled international financial relations, and the 
floating rates of exchange, a rise in the price level will continue to be 
characteristic in international trade. The link between rapidly inflating 
world market prices and domestic prices that are more stable than we intend 
can be maintained by a regular upward evaluation of the forint. 


External inflation directly affects the domestic price level through the rise 
of foreign exchange policy must proceed o» one hand from the way domestic 
producer prices relate to one another, and on the other hand from the rise 

in the export-import foreign exchange prices. By export-import foreign 
exchange prices we do not mean primarily the already realized foreign 
exchange prices for exports and imports which have already been sent out 
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of or inte the country and paid for, By following the development of these 
alone we would condemn ourselves to passivity. <A rate of exchange policy 
which protects the domestic price level and forces efficiency improvement 
must proceed with a greater weight from export-import contract prices: in 
case of a rate of exchange policy which follows the changes in contract 
prices, the rate of exchange is already altered by the time of actual 
payment, and thus the rising foreign exchange prices do not raise, or only 
to 4 emall extent, the domestic price level and costs, and do not leave any 
inflationary price profite, or only to a emall extent, to the exporters. 

it ie in thle way that we can, even in a inflationary world economic 
environment, mainta.n the domestic producer price level relatively stable. 


he economic effecta of rate of exchange changes, of course, are extremely 
proliferating, and, therefore, the rate of exchange policy cannot mechanically 
‘ollow the difference between the foreign market and domestic price level 
development, rather each change in the rate of exchange level requires a 
careful and cireumspe.t economic policy weighing. Among the points of view 
to be weighed are that the rate of exchange policy must also assist in the 
protection of the consumer price level. It is in our basic interest to see 
that the consumer price supports built between the producer and the consumer 
price levels should not increase in the future in a permanent and significant 
way, and should decrease if possible. 


The protection of the export interests of our enterprises and their foreign 
market competitiveness are also an important point of view. We must add, 
of course, that--according to our experience--export interest depends less 
on the rate of exchange Level than on market development. One of the basic 
principles of our economic policy is that in the coming years domestic 
consumption and the extent of the domestic market will grow at a slow pace. 
This will compel our enterprises to intensify their export efforts, and in 
this way the foreign economic equilibrium will improve. At the same time, 
however, it is obvious that if our economic policy creates a strong export 
imperative among our enterprises, the exchange rate policy stili cannot 
divorce itself from the development of export efficiency. Therefore, an 
essential point of view that must be weighed by our policy remains the 
development of the "foreign exchange earnings index," whici provides 
ortentation regarding the variation of domestic expenditures necessary--on 
a netional economic average--to gain a unit of foreign exchange export. 


An active rate of exchange policy, however, cannot be satisfied only with 
following export efficinecy development. On the contrary, the rate of 
exchange policy--in harmony with other elements of the regulatory system-- 
must stimulate an improvement in export efficiency. The practice of a 
consistent rate of exchange policy also serves our structural transformation 
yoals: on one hand, it compels us toward improvement in uneconomic activity, 
its elimination; and on the other hand, it provides better development 
possibilities for economic activity. Here too one should recognize the fact 
that a rate of exchange policy cannot neutralize for our exporters the effects 
chonges in the terms of trade. To do this we need to stimulate our 
exporters--through better adjustment to demand, and better market and 
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price work==to moderate the worsening in the terms of trade or promote an 
improvement in these terme. We can achieve this with an exchange of rate 
policy practice which will result in having a worsening in the terms of trade 
charged, tn general, to the profitability of the exporters, and an improvement 
in the terms of trade lead to improve profitability. 


fhe nature of the inflation occurring on the foreign markets is not 4 matter 
of todifference to exchange rate policy practice. Moderation of the unfavor- 
able effects Le relatively simple if the external inflation is more or less 
eveniy dietributed among the prices for the various product groups and 
economic branches, But the etituation is different if within the process of 
general inflation the prices for the individual product groups and branches 
develop tn a different way. In such cases an upward evaluation of the forint 
corresponding to the average foreign exchange price increase may bring losses 
to many of the enterprises and leave others with significant inflation profits. 
lherefore, we can decide the extent of the change in the rate of exchange 
level only by a coordinated weighing of the concrete circumstances and other 
different means of economic policy. 


Taking all these viewpoints that must be weighed into account, the starting 
point for a change in the rate of exchange Level is still only the different 
development of the domestic and foreign market price level. This is also 
important because in the calculations of the enterprises and in their business 
decisions it provided a useful basis for judging the likely direction of 
changes in the exchange rate and the economic-financial processes which 
determine exchange rate policy behavior. Enterprises can also adjust better 
to the changing price and exchange rate relations if the exchange rate is 
changed gradually, not spasmodically. 


For well-founded decisions on flexible exchange rate policy it is necessary 
to have appropirate statistics and a continuous processing and evaluation 
of the available data. And we cannot dispense with the forecasting of 
factors that will come into account or fail to survey the probable foreign 
market and the domestic price formation. 


We conduct about one-half of our foreign ‘rade with the CEMA member states, 
primarily the USSR. The more stable forms of cooperation, in addition to 

the planned nature of the foreign trade, are characteristic of economic 
relations within CEMA. The financial accounting of this economic cooperation 
occurs within the framework of a special financial system which in many 
respects requires further development, that is, in the transferable ruble, 
the common CEMA currency. 


rhe price formation principle used in trade among the CEMA countries calls 
for following permanent world market price changes pruged of speculative 
elements. ihrough the middle of the 1970's foreign trade prices among the 
CEMA countries, over the medium term--for a given 5-year period--were 
characterized by stability, and even over the longer term the price changes 
were ver moderate. Since the middle of the 1970's, however, in the wake 

of the rapid and tmportant price and terms of trade changes which have 
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occurred on the world market, we have turned to a different application of 
the CEMA price principle. In recent years, the prices in this trade 
relation have also been changing significantly, primarily in the field of 
energy sources, and raw and basic materials, It derives, therefore, from 
the price principle and its altered application that our export-import 
prices a8 expressed in rubles have also tncreased in recent years and will 
continue to do ao in the future. These prices, to be sure, directly reflect 
in a relatively narrow sphere of the new price system the basis of domestic 
price formation, but by transposal they still carry the effects of the 
external price incrcases. Therefore, in this trade relation also we need an 
acitve, upward-eyv.iuating exchange rate policy. There is no obstacle to this 
from an international point of view since the CEMA countries proceed in a 
sovereign manner in estalbishing or changing the rates of exchange between 
their national currencies and the transferable ruble, that is, in their 

ruote of exchange policy. 


Of course, our rate of exchange policy relating to the transferable ruble 
cannot consist of a mechancial bridging of the price level differences. 
Rather, in making the concrete decisions, we must weigh the anticipated 
effect of the rate of exchange on the external and internal equilibrium 
situation. Thus we must in particular examine the effect of the changes in 
the rate of exchange on the fulfillment of export obligations and the exploi- 
tation of import possibilities, although it must be seen that their promotion 
is not only--or primarily-- the task of the exchange rate policy. 


Exchange Rate Ratio Correction by the Foreign Exchange Basket Method 


As for a more flexible modification of the exchange rate ratio of convertible 
currencies, we have striven for the development of a new method in which an 
important point of view was that it should be built on an automatism based 
on objective elements, and no role should be given to subjective elements 
(for example, judgment and forecast of trends, directions, degrees, etc.). 
it was also an essential requirement that the corrections should change only 
the ratios of the exchange rates among one another, and not the level of the 
exchange rate, that is to say, in national economic dimensions they should 
not in the end proceed with the upward or downward evaluation of the 
capitalist currencies as a whole. Finally, we could not overlook the con- 
sideration that regular monthly corrections in the exchange rate should not 
cause technical problems in practical work, or an unjustifiable increase in 
administrative tasks. 


international experience shows that the most effective solution which meets 
the above requirement is the so-called foreign exchange basket method, 

which is used by 18 countries (including, for example, Austria, Finland and 
Sweden) and many international financial organizations (for example, Interna- 
tional Bank for Feonomic Cooperation--CEMA; European Monetary Union; Interna- 
tional Foreign Exchange Fund, etc.). 

In us.og the foreign exchange basket method, we do not regard the exchange 
rates of all convertible foreign currencies as standard, only those that have 











an important role in economle life, In the Hungarian foreign exchange basket, 
those nine foreign currencies are included which have at least a 1 percent 
share in our foreign trade conducted in capitaliet currencies (the dollar, 
FRO mark, schilling, pound, lira, Swiss franc, French franc, Dutch florin, 
and Swedish crown). The basis of the exchange rate correction is the money 
market exchange rate movement of foreign currencies included in the foreign 
exchange basket as observed for the preceding period (the second half of the 
month); this ie observed daily by the Hungarian National Bank by telex 

and telephoo» and the connecting monitor with the REUTER NEWS AGENCY on the 
basis of the biggest foreign exchange markets and quotations of the leading 
foreign banks. 


The new method was introduced on 1 January 1980, and since then we have adjusted 
on the first of every month the forint exchange rates to the money market 
ratios of the capitalist foreign currencies. 


A Noncommercial Exchange Rate Policy 


in maintaining for more than 10 years a 100 percent exchange rate difference 
between noncommercial and commercial exchange rates of convertible foreign 
currencies as of 1 January 1968, we neglected the fact that both in Hungarian 
and the world consumer and producer prices (in the capitalist world, wholesale 
prices) change in a very different way. In tourist traffic, however, which 
represents the greatest noncommercial entry, the exchange rate policy's 
necessity of keeping in mind special points of view was strongly raised in 

the beginning of 1979. As the first manifestation of this--in the interest 

of maintaining tourist competitiveness, or even of increasing tourism--we 
raised by 14 percent the noncommercial exchange rates of capitalist currencies 
in the middle of February 1979, which made it possible to reduce the 
difference between the two exchange rates to 75 percent. We also took 

further steps in this direction, and with a gradual narrowing of the differ- 
ence we came to 43 percent on 1 June. The long-term persepctive--as I 
mentioned--is finally to eliminate the difference entriely, that is, to 
introduce a unified exchange rate. 


Our noncommercial exchange rate policy related to the national currencies of 
the CEMA countries should be determined by the development of the economic 
conditions of tourist traffic. In our opinion, of like importance among the 
conditions are the consumer price level, the balance of the commodity supply, 
the development of the ability and inclination to receive tourist traffic, 
measures to increase the quality level of supply, the interest of tourists in 
travelling to certain countries, etc. The combined effect of all these 
factors must form the noncommercial exchange rate policy, and it must not 
proceed mechanically from a different development of the price levels. 


In summary, our exchange rate policy, which we conducted in 1980 and will 
follow in the years of tne Sixth Five-Year Plan, is to build on the experi- 
ences acquired in the past 12 years. Among these--in my opinion--the most 
important is that in our open economy the maintenance of the organic rela- 
tionship of foreign market and domestic prices is indispensable for the 
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development of the desired structural changes, for the strengthening of our 
export capabllicy, and for increasing efficiency, and that in a world 
economic environment which is strongly and permanently inflationary thie is 
possible by operating with an appropriate exchange rate policy. An upward- 
evaluating, flexible exchange rate policy fits harmoniously, in the given 
world economic environment, in the regulatory system of the Sixth Five-Year 
Plan, which aims to restore and consol‘date the external and internal 
economic equilibrium. An exchange rate policy like this will at the same 
time promote the establishment of a mor. developed financial system, 
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HUNGARY 


MUTUAL ALD FUND HELPS TEMPORAR!LY INSOLVENT FARMS 
Budapest FIGYELO in Hungarian 2 Jul 80 p 11 
[Article by Dr Gyula Kabai] 


{Text} Until 1972 mutual aid funds existed only in industrial and consumer 
cooperatives, Although a need existed for practical use of the concept of 
mutual aid in agricultural cooperatives, the necessary conditions (i.e., the 
functions of independent enterprise operations) did not take shape until 

the beginning of the 1970's. 


The institution of KTA [mutual aid fund] was established at that time at the 
initiative of the National Council of Cooperatives. Its legal aspects were 
cegulated by Decree No 40/1972 (28 November) of the Council of Ministers. 
With necessary modifications, it still constitutes the legal framework for 
the operation of mutual aid funds. 


Assets of 650 Million 


Entering or leaving a KTA is based on voluntary decision, In accordance 

with the decree of the Council of Ministers and general financial regulations, 
the MNB [Hungarian National Bank] can provide aid to member cooperatives in 
the form of loans or, in exceptional cases, grants, guarantees or deposits 
with due regard to credit policy guidelines and the goals of the national 
economic plan, 


Yet, the organizational work following the adoption of the decree did not 
lead to the desired results. The reason was that one of the fundamental 
elements of the framework, its insistence on the security fund as the sole 
source of mutual aid fund, proved to be wrong. 


Only 46 percent of cooperatives belonged to KTA on 31 December 1977; total 
deposits remained below 190 million forints. 


To change the situation, financial regulations made it possible for coop- 
eratives to set aside only 15 percent of total personal income as a mandatory 
reserve fund provided that they place at least the equivalent of 7 percent of 
total personal income into KTA, If no payments are made into KTA, the upper 
limit of mandatory reserve requirements was 30 percent of total personal 
income, reduced to 25 percent on 1 January 1980. 
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Another substential change is a newly created opportunity for 90-day direct 
loans out of the mutual reserve fund, 


As a result of the incentives and more effective organizational work, the 
assets of KTA grew from 186 million forints on 31 December 1977, to 650 
million forints on 31 December 1979, while the proportion of member coop- 
eratives went up from 46 percent to 84 percent, 


KTAs used sums equivalent to many times the annual payments of the cooperatives 
concerned to repl. e temporary financial losses with liquidity loans. This 
has contributed «ignificantly to the restoration of sometimes shaky financial 
balances. 


Obstacle to Progress 


The volume of loans carried over to 1980 issued to solve temporary financial 
problems reached 163 million forints, Fifty-seven percent of the loans con- 
sisted of development loans. Most of these loans supplement local resources 
to make it possible for the cooperatives in question to provide some or all 
of the local funds needed to qualify for state support or to finance the 
local tunds needed as a precondition of credit involving, e.g., amelioration 
projects. KTA loans are not suitable for starting larger economic projects 
(e.g., animal farms or other investments involving construction) because the 
average size of these loans is below 1 million forints. The support of joint 
development projects involving several cooperatives (automation of admin- 
istration, amelioration, etc.) is becoming increasingly important in the 
operation of these funds. 


The size of loans for the settlement of losses or funds in deficit is modest, 
Experience shows that previous loans for such purposes were repaid after some 
delays: this has interfered with the planned operation of KTA. This does 
not mean that KTAs are not trying to help cooperatives in a difficult 
situation. If a KTA loan can eliminate deficits in the development fund 

and mutual repayment is guaranteed, the KTA will come to the aid of 
cooperatives in trouble. 


Most KTAs show flexibii'ty in the area of loan repayments but they charge 
late payment penalties or set stricter conditions the next time the late- 
paying cooperative applies for a loan. 


Operational experience of KTAs also showed that the ban on redistribution of 
resources among regional funds represents an obstacle to further progress 
and improved efficiency of KTA activity. Some funds may have temporary 
surpluses while others are unable to honor reasonable requests because of 

a lack of resources. Implementation of the principle of mutual aid on the 
national scale would increase independent economic opportunities open to 
cooperatives and would help them to take on risks. Establishment of a 
national KTA would further contribute to the financial stability of regional 
funds and strengthen their freedom of action. 

















Higher Interest Rates 


The TOT [National Council of Cooperatives) proposed the establishment of a 
National KTA, This, however, requires modification of existing legal 
provisions, 


The operational framework of the National Fund should be established in such 
4 way a8 to ensure that it has control over its own economic resources and 
the security of its own liquidity. This could be accomplished if regional 
funds, based on the principle of voluntary and gradual participation, con- 
tribute a certain percentage (at most 25 percent) of their own funds in the 
form of a long-term deposit to the National Fund their autonomous decision, 


The organizational structure of the National Fund would be essentially 
identical to that of the regional funds, The present thinking is that the 
National Fund, functioning alongside the National Council of Cooperatives, 
would be established by regional KTAs on a voluntary basis. 


Utilization of the financial resources of KTA should also be subject to 
modified regulations. Regional KTAs should be able to provide loans and, in 
exceptional cases, grants, while the National Fund should provide loans only. 
This is because grants would involve once~and-for-all redistribution of 

megye resources, while the goal of the National Fund is to provide aid by 
expanding the movement of resources over a larger area, 


The use of Aid Funds should be specified more precisely. The role of the 
fund in restoring economic balance and supporting development should be made 
clearer. Accordingly, aid funds must in the future be used in accordance 
with the general interest of cooperatives to cover temporary financial 
difficulties or deficits that can be eliminated within a single financial 
year, increase revolving assets of cooperatives, pay for joint development 
projects and other investment goals. 


The provisions dealing with interest rates are also in need of modification. 
Present legal regulations limit the interest charged on loans from Aid Funds 
to a 5 percent maximum. This led to a situation where some cooperatives had 
to be given loans at more favorable terms compared to the bank, even in 
cases where this was not justified by the economic situation of the coop- 
erative. Charging bank interest rate would permit a more flexible policy 

on aid, while the income generated by higher interest rates would lead to 
better growth of the fund. In addition, it would create an opportunity for 
possible interest refunds which could further strengthen the relationship 
between cooperatives and KTA. 
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HUNGARY 


EXPANSION OF COAL MINING OPERATIONS DESCRIBED 
Budapest HETI VILAGCAZDASAG in Hungarian 12 Jul 80 p 11 
{[Article: "We Are Preparing for the Coal Age] 


[Text] We are opening, or reconstructing, six mine operations in the 
framework of the Eocene program in the operational areas of the Tatabanya, 
Dorog, Oroszlany, and Central Trans-Danubian coal mines. Currently in 
Hungary we produce about 16 million tons of coal annually from shaft mines 
and 9 million tons annually from surface operations. 


In the Markushegy, mine production will start on 4 April of next year, 

8 months before the deadline. Meanwhile, the costs for the investments, 
which were started in 1976, have increased one and one-half times, pri- 
marily in response to price changes. At present they are estimating an 
investment cost of 4.8 billion forints. To balance out the cost increase, 
the production plan has been increased to an annual 2.4 million tons, as 
compared to the originally targeted 1.7 million tons. 


The Nagyegyhaza mine, which has cost 6.5 billion forints, will start pro- 
duction in June 1981. Investment was started in 1977, and production has 
been moved up by 1 year. According to the target goals we will produce 
1.7 million tons of coal annually at Nagyegyhaza and 500,000 tons of 
bauxite. 


The largest coal bed--of about 100 million tons--is found in the Many 
area. The investment started 1 year later than planned, and production 
will also start at least 1 year late. The preparatory phase of the in- 
vestment will come to 2.3 billion forints by 1983. By 1980 the total 
preparatory investment sum for the large investment will come to 15 bil- 
lion forints. 


The Lencsehegy [I mining operation should cost about 1.2 billion forints. 
This would be the most rapidly converting investment, but it still has 

not been started. Only preparatory tasks having been carried out. Deci- 
sions will be made later on the fate of the investment proposal. Accord- 
ing to the new p! n, production will begin in 1982 instead of 1985. We 
need the Lencse’ gy coal with its high calorific value as soon as possible. 
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Reconstruction of the Balinka mining operation at the Central Trans~- 
Danubian Coal Mines is uncertain, The trust covered the first investment 
step from its own funds, and thus continuous production of 500,000 tons 

of brown coal annually will become possible. In 1984 they definitely 

want to start the second step of the reconstruction, which will require 
800 million forints. Under present conditions the mine will be produc- 
tive for 5 years at the most. The same is true of the Dudar mine. If 

the construction of new vertical mines is not undertaken, it will be neces- 
sary to close down because of the long accessibility distance and the lack 
of a solution to the ventilation problem. For the first step, 450 million 
forints would be necessary. The additional production at Dudar would re- 
sult in one half million tons of coal annually. 


Fifty subcontractors are engaged in carrying out the Eocene program. The 
tasks are coordinated by 15-20 enterprises. Soviet, Polish, West German 
and British firms are participating in the supply of machines and licenses 
for the program. It is a problem that the 3 percent investment cost- 
increase envisioned in the original plans has turned out to be wishful 
thinking; the rate is, in fact, much more rapid. This is also making it 
more necessary to realize as soon as possible the mining investments that 
can be rapidly recovered. 


Istvan Toth, the planning and investment department chief of the Hungarian 
Coal Mining Trust, puts it this way: "The truth is that we still do not 
have a final decision, an approved investment program for either the Many 
or the Lencsehegy investment. And a new decision on the investment pace 
for the Trans-Danubian Accumulation Power Works beside the Bicske cannot 
be expected until the near future." 


The question is raised whether we can decrease our coal imports by virtue 
of the Eocene program. The answer unfortunately is negative. With our 
imports, which make up 8 percent of consumption, we receive coal of such 
quality as the domestic mines cannot produce. 


Of the 2 million tons of coal and briquet imports, the Soviet Union will 
supply in the Fifth Five-Year Plan, 1976-1980, annually about 300,000 tons 
of good quality black coal. About two-thirds of this is cokable coal 
indispensable for the Danubian Iron works, and the remainder is necessary 
for iron ore agglomeration at foundries. We import 570,000 tons annually 
on the average from the CSSR. Poland supplies us annually with 400,000 
tons of black coal. And we import 500,000 tons of brown coal briquets 
from the GDR. 
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POLAND 


CERTAIN TASKS, REVISLONS OF 1980 SOCIOECONOMIC PLAN APPROVED 
Warsaw MONITOR POLSKI in Polish No 16, 30 Jun 80 pp 122-123 


[Resolution of the Sejm of the Polish People's Republic, 23 June 1980, on 
tasks concerning the implementation of the national socioeconomic plan for 
1980, certain changes in it, and the need to increase management efficiency] 


[Text] The Sejm of the Polish People's Republic: 


-- In reference to the basic objectives which were formulated in the 21 
December 1979 resolution concerning the national socioeconomic plan for 
1980 and the tasks which were designated in the plan and the activities 
which have been undertaken to implement them; 


-- Taking into consideration the less favorable results of economic activ- 
ity in 1979, as a result of which the material production plan was not ful- 
filled and the projected level of national income fell, and the situation 
in the agricultural area, foreign trade, the money-market situation, hous- 
ing construction and management efficiency; 


-- Taking into account the more difficult premises of implementing socio- 
economic tasks in 1980, especially in the area of commercial and payment 
transactions with foreign countries, the supply of material and technolog- 
ical production, the money-market situation and the implementation of the 
planned growth in agricultural production; 


Recognizes the necessity for all economic and administrative units and 
civic and municipal organizations to undertake activities to solve the dif- 
ficulties which have appeared and to eliminate the influence of unfavorable 
conditions on economic growth. In particular, the following is necessary: 


1) Better management efficiency than that which is presented in the plan, 
and especially a lowering of production costs, among them material costs, 
better use of work time, the improvement of work organization, improvement 
of the quality of goods and services, reduction of materials intensiveness 
and imports intensiveness of economic activity, and wider use of secondary 
raw materials and waste. 
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The implementation of these tasks demands improvement of standards and norms 
and utilization of organizational and technical advances, especially: 


-~ The reduction of individual consumption and the increased standardization 
of materials; 


— The controlling of material supplies to achieve a rhythmic and complex 
pace in the production processes; 


-- The setting up and controlling of programs which utilize secondary raw 
materials, as well as the application of material substitutes; 


-- The updating of labor intensiveness norms in basic product groups; 


— The concentration of investments and accelerated investigation into the 
projected productive capabilities of newly built and modernized facilities. 


2) The obtaining of a favorable balance of trade, especially in transactions 
with countries ranked in the second payments area [western countries], 
through the increase of exports; this requires an additional supply of goods 
for export, and also the rationalization of imports, the thrifty and effec- 
tive management of raw material imports, other materials, co-produced pro- 
duets and capital goods, as well as an appropriate adjustment of production 
structures to import possibilities. 


3) Greater discipline in implementing the plan, and especially observance 
during its implementation by all economic elements in accordance with the 
tasks and the measures designated in the plan. 


4) Greater improvement in harmonizing economic activity to achieve a more 
rhythmic implementation of socioeconomic tasks. 


All these activities in the second half of 1980 should assure more favorable 
conditions for the implementation of the tasks designated by the Eighth Con- 
gress ot the Polish United Workers Party for 1981-1985. 


Based on the premises which have been presented, the Sejm of the Polish Peo- 
ple's Republic recognizes the advisability of adjusting the tasks and meas- 
ures in the national socioeconomic plan for 1980 to current conditions for 
particular areas of the economy. 


i. An increase in the export of goods, services and construction in the 
amount of 1.3 billion foreign-exchange zlotys is envisaged, that is, to a 
level o: 62.4 billion foreign-exchange zlotys, and a decrease in the import 
of goods, services and construction amounting to 2.7 billion foreign-ex- 
change zlotys, that is, to 59.7 billion foreign-exchange zlotys. 


2. ‘Taking into account the supply possibilities of raw materials, other 
materials and co-produced elements from national production and from imports, 
the growth of industrial production should be 2-3 percent. To achieve this, 
there must be an increase in the use of materials already possessed in order 
to accomplish useful production, as well as an increase in production which 
does not involve imported raw materials and other materials. 
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3. It is agreed that total agricultural production in 1980 should reach a 
level of 667-671 billion zlotys. 


4, It is envisaged that the value of construction and assembly labor from 
the investment plan in the national economy will reach about 332 billion 
zlotys. 


5. It is envisaged that the growth of labor productivity in industry will 
amount to 2,.5-3.0 percent and in construction, 4 percent. 


6. The Council of Ministers, supporting the evaluation of the Sejm regard- 
ing the implementation of housing construction tasks in 1980, will make a 
decision with the intention of adjusting the tasks to the capabilities for 
implementation, while paying attention to improving the quality of housing 
construction and the construction of accompanying buildings as well as the 
regularity of settling investors’ accounts with construction firms as of 31 
December 1980. 


7. Final provisions. 
The Polish People's Republic Sejm authorizes the Council of Ministers to: 


1) Determine the planned tasks and funds for each ministry, central office 
and voivodship that stem from the amounts specified in paragraphs 1 - 6. 


2) Update the other tasks and funds which are specified in the Sejm resolu- 
tion dated 21 December 1979 concerning the 1980 national socioeconomic plan 
and stem from the initiated changes, including those in regard to establish- 
ing the level of national income. 


3) Change the planned tasks and fun:s in adjusting to the changing conditions 
in foreign trade and agriculture. The Sejm will inform the Council of Min- 
isters about the more important changes in the national socioeconomic plan 
that stem from this resolution. 


Marshal of the Sejm: S. Gucwa 
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POLAND 


FARMER RETIREMENT, EMPLOYMENT DISCUSSED 
arsaw WIK CTYGODNIK KATOLIKOW) in Polish 13 Jul 80 p 2 


|Text! 1 July 1980 became a very important date in the life of the Polish 
countryside. On that day a law concerning retirement provisions and other 
benefice for farmers and their families was fully put into effect. This law, 
which guarantees material security for the ol. st farmers and thus eradicates 
the problems of pensions in the villages, is the wext step on the road towards 
gradual equalizing of social benefits for the urban and rural population. 


Presently, every farmer, who has attained the retirement age, can apply for a 
pension, regardiess of whether he is turning the farm over to a successor, or 

to the state. On | July of this year the farm population acquired the right 

to other benefice provided for by the pension system. In accordance with Arti- 
cle 23 of thie law, the monetary benefits can be received also by those farmers 

who, before the law was put into effect, either turned their farms over gratui- 
tously to their successors, that is, primarily to their children and grand- 
nhildren, or renounced the ownership of these farms for the benefit of the state 
‘mn accordance with the civil law regulations. 


full institution of the pension law should facilitate overcominer of greatest 
weakness of our individual farming, namely the lack of influx of young work 
forces. In recent years a considerable number of farms totalling about 300,000 
hectares is annually taken over by young successors. It can be expected that 
by 1985 successors will take over 750,000 farms with over 3 million hectares of 
land. This will have a fundamental impact on a change in structure for many 
farmers. The group of farm owners under the age of 40 that presently consti- 
tutes 18 percent (5.3 percent are below 30) will increase considerably, so 

that it will own around 35-40 percent of all peasant land holdings. 


Along with a change in the age structure a radical change will come in tie 

le of preparation of the farmers for their profession. Studies of this 
roblem that were conducted with a group of people who took charge of farms 
from 1975 to 1978 showed that 4 times as many among them are prepared for the 











protession (through courses or schools) as in the generation turning the farms 
over, As @ result of such @ large increase in the participation of young and 
considerably better educated tarm owners, better output can be expected, 


the operation of the pension law in the area of rejuvenating the farm cadres 
depends to a large degree on the conditions that will be created for the 
successors already at the moment of taking over a farm. Because the success- 
ore on larger farms more commonly make the decision to stay on the land, 
prospects for further expansion of land area should primarily be created for 
the successors on smaller farms, 


increasing the size of a tarm at the time when it is being taken over is, at 
present, a relatively simple matter, because the pension law allows for the 
stipulation as to who will take the farm over from the parents and when, as 
we!l as to who intends to turn the land over to the State Land Fund and when. 
Understanding these two matters within each rural parish (village) and proper 
management of the land influx would permit hightening the effect of the pen- 
sion law within this scope. It would have an impact on a change in pgofes- 
sional trendsof a considerable group of rural youth. This issue is ot only 
important, but also urgent, since despite the annual land transfers to the 
PFO (State Land Fund), a group of farms without successors still constitutes 
around 14 percen: of all farms. This is a result net so much of the aging 

of the farmers, since this process has recently slowed down, as of an increase 


in the number of successors who do not want to take the farms over from their 
parents. 


Still another matter ties in with this. At present, 40 percent of the suc- 
cessors work for wages, mainly outside of agriculture. Studies conducted by 
the Institute of Agricultural Economy in 1976 indicate, that only 9 percent 
of them makes a decision to give up wage earning after taking charge of the 
farm. This confronts peasant farming with the prospect of an increasing num- 
ber of tarms with dua! professions, and this constitutes a disadvantage. It 
can be presumed, that a real possibility of increasing the farm size would 
induce a greater number of successors to occupy themselves exclusively with 
agriculture. 


Another, no less important problem, is a decreasing number of individual farm- 
ers and an increasing number of farms afflicted with a deficiency of work 
forces. An analysis of the preliminary results of the 1978 census shows, that 
in the years 1970-1978 the number of persons working mainly in agriculture 

per 100 hectares of arable land, has decreased at an average rate of 2.5 per- 
cent annually. 


Acceleration of the rate of decrease in agricultural employment constitutes 
the beginning of « long range tendency, which will already in the decade of 
1960-1990 make a stronger mark chan hithertofore, first of all, because of 
considerably lesser growth of the population within the productive age groups 
in general, as well as in the field of agriculture. According to a prognosis 














made by the Lnatitute of Agricultural Economics and presented in publications 
of Prof, A, Szemberg, by 1985 the employment in agriculture will decrease by 
LS percent (to 22 persons per 100 hectares), and by 1990, by a further 15 per- 
cent (to less than 20 persons per 100 hectares), This decrease will be very 
atrongly felt by the largest farms, where employment already is relatively 
low and is undergoing further decreases very rapidly. In the forecasted 
period employment on the farms totalling over 10 hectares in size may decrease 
to as low as 10 persons per 100 hectares, 


in this situation, the production and economic results achieved on these farms 
will depend on the supply of machines and tractors and other industrial means 
of agricultural production. In order to exploit the chances created by the 
pension law for improving the structure of individual farming, considerable 
nereases in the deliveries of technical resources, especially to larger farms, 
should be anticipated in the next five-year period. For the smaller farms 
an expansion of services at the Agricultural Circle Cooperatives will have a 
decisive significance, so that they could encompass a considerably larger than 
the present number of small and medium size farms. Failing that, an unavoid- 
able decrease of production capabilities of individual farms must be reckoned 
with, and this will cause a worsening of the food market situation, 
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CONS UMER COOPERATIVE SYSTEM REVIEWING ACTIVITY 


Bucharest SCINTELA in Romanian 11 Jul 80 p 2 


{Interview with Gheorghe Rosu, president of the Central Union of Consumer 
Cooperatives, by Gheorghe Graure] 


(Text| [Question] In connection with implementing the program forecast by 
the meeting with the aktiv and basic cadres from the entire cooperative sys- 
tem, particularly the speech of Comrade Nicolae Ceausescu, I would like to 
ask you to present the measures which have been carried out or which are be- 
ing formed within the consumer cooperative. 


|Answer] A broad program of action has resulted from Comrade Nicolae Ceau- 
sescu's speech for the consumer cooperative's sphere of activity, too; what 
is more, particularly important specifications have been made for the pro- 
file and social-economic role itself of our activity. Mainly, as stressed 
in Comrade Nicolae Ceausescu's speech, the consumer cooperative will become 
the organizer of an important portion of agricultural production on the in- 
dividual plots. Along this line we will give great attention to utilizing 
the reserve of products from the population's farms. In this regard we must 
reconsider the view of the activity carried out, proceeding from the criti- 
cism made by the party's secretary general at the meeting with regard to the 
fact that the circulation of products must take place not merely from the 
city to the commune but in both directions. Along this line, reovienting 
the particular activity, we have propose. that the volume of acquisitions 

of agricultural products, even starting this year, increase and we should 
exceed last year's volume of acquisitions by at least 15 percent. 


However, the acquisitions are closely linked with the aid we will give to 
the village population in developing some production activity. Whenever 
such a material aid was given to the village population--in seeds, building 
materials, day-old chicks, piglets--the results were good. For that reason 
we understand that fulfillment of the tasks belonging to the consumer coop- 
erative in the area of the acquisitions of agricultural products must also 
be viewed through the prism of improving this activity. 


[Question] In connection with the development of zootechnics, also a task 


of great responsibility, including for the consumer cooperative, what have 
you begun to do since the meeting? 











lAnswer| Following the meeting, specialists from the Central Inton of Con- 
sumer Cooperat ves and trom our centrale left for the counties for what 
they felt was the first task: to find the shelters needed for the animals 
and food resources. Until now shelters have been found for raising more 
than 10,000 hogs. Also being carried out now is the organizing of chicken 
farms within the consumer cooperative with a view to producing the eggs 
needed by the ineubators for day-old chicks. 


By the end of 1981, the consumec cooperative must raise 30,000 sows and 
assure the delivery of at least 3 million piglets annually to the popula- 
tion, in conformit, with the conclusions resulting from the meeting. Of 
course, raising sun a Large number of animals requires the organization 

of many shelters and obtaining food. For this purpose we are interested in, 
we are inventorying and we are seeking by all means the unused spaces which 
‘ould be set up for the sows to have their voung, to raise chickens, do— 
matie rabbits and other activities of this kind. Another concer is to 


tind the necessary sources of fodder for the winter for the animals and 
poultry we will raise. 


Aliso tor the purpose of stimulating animal production we are concerned with 
obtaining 100-180 million day-old chicks through our own incubators or in 
operation with the agricultural production cooperative units, with a por- 


tion of them to be sold to the state fund after they have been raised on 
the peasants’ plots. 


in particular | emphasize that we will attempt to shelter the animals and 
poultry at our cooperative centrals, in old constructions, in the cooverative 
members’ homes and to rearrange everything what may be useful in this regard. 
O»iv in che last analysis we will resort to new arrangements and, of course, 
they would be creap and light ones. 


(Question) What are the first intentions regarding the development of smal! 
industry and services? 


‘Anewer! In this area of activity, on the basis of extending former work- 
shops and finding new working spaces by extending work to the home, we will 
upplement the production plans. For example, this vear we will increase 
them vet another 500,000 lei and by the end of the next five-vear plan in- 

dustrial production will have at least doubled. 


‘Question] How do you intend to fulfill these goals? 


|Anewer|] With regard to raw material we forecast a more intense use of raw 
materials and secondary materials, remainders of batches, and other mater- 
iais utilized in the national industry. In this regard we have in mind us- 
ing to the fullest the wood mass (windfallen trees, roots, stems) which is 
rotting in the torests and exploiting stone from the old quarries of the 
people's councils, sand and gravel both for the population's needs as well 
is tor our own production activity. 

















by the end of the year we will organize local production of brick,tile, 
lime in nearly all villages and communes with such possibilities. As an 
activity specific to our unite, we will organize the utilization of m- 
dictnal plants trom spontaneous flora much better than until now. 


jtarting this month, the county untons will establish the number of units 
at the county level, the number of workers and volume of production antici- 
pated for each activity mentioned so that activity in all small industry 
unite can take place to its fullest extent in the shortest possible time. 
Actually at least 12 units and working points will be in operation by 1985 
in the majority of cooperatives--weaving, pottery, artisan crafts and other 
workshops, some of this being done by work at home. Of course, it should 
be stressed in the most clear manner that this is merely a beginning and 


that a rigid ceiling on these activities and on the number of units or pro- 
duction branches is not being sought. 


with a view to assuring the necessary labor force for 1981 and for the more 
distant future, we will organize qualification courses on the job in all the 
counties. The labor force in particular will be drawn from the locations 
where the new service units and small industrial production are to be or- 
ganized or trom the surrounding locations.Even now we have contacted the 
people's councils, schools, youth organizations and, together, we are or- 
ganizing the recruiting of young people in order for them to be trained in 

the vocational schools of the consumer cooperative in all kinds of trades 
which are so necessary to our small ‘ -astry and the public service workshops. 
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MEFICIENCLES LN AKGHITA "BABY BEEF’ COMPLEX 
Bucharest SCINTEIA in Romanian 15 Jun 80 p 3 
[Article by Losif Pop and 1. D. Kiss] 


[Text) Cattle raising in industrial complexes and specialized farms has ta- 
ken on a greater and greater development in Romania. Also part of this cate- 
aury are the specie'ized complexes for fattening young cattle in the in- 
tensive, industria: type of system, known as "baby beef" complexes. One of 
these also was establisined in 1972 in Harghita County, in Sinsimion. Probab- 
ly the main reasons for setting up the complex in this zone are linked with 
the long-existing tradition here in raising cattle as well as the opportuni- 
ties for populating the agricultural unit's own farms in the county with the 
cattle produced.Another reason which was to be kept in mind is the rich mea- 
dows and hayfields in Harghita, which even reach up to the stables of the 
comp lex. 


Actually, things have happened otherwise. These unfortunate animajlg lack the 
chance to treat themselves to the fresh grass and romp as they like in the 
green meadows. Fearing that the succulent grass could set their teeth on 
edge or that the soft earth could dirty their hooves, they have been des- 
tined to another kind of life which claims not only to be modern but also 
seclentifica.!y designed. Several days after their birth, the calves are 
taken from their mothers and placed in boxes in the stables, where they en- 
joy special comfort: central heating, artificial ventilation, as much fo- 
der as they want (and it's even concentrated), exceptional care. The fodder 
«itechen operates 365 days a year. It chops and mixes everything which in the 
end forms the calves’ dinner, known as single fodder. After 11 months, the 
“baby beef" should become a little bull in every respect with a weight of 
400-425 kg and should be sent directly to the slaughterhouse. As was pro- 
vided in the documents at the basis of approving this project, the national 
economy could profit (rom about 5,100 of these fat bulls each year just from 
the Sinsitmion complex. 


Unfortunately, the fascin4ting idea of a complex which was to be a model in 
fattening the calves today has been unmasked as a mirage whose gradual re- 
mova! urges us to reflect, because in the 8 years of its uneasy, sometimes 
dramatic existence, the theoretical concept of a model unit actually became 
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confused with the “constantly fatling" kind of unit which only last vear 
hrought a 10=emillion-lef loss to the country. Why has {t seen such a 
de ve lopment ? 





In our opinion, the first grave error committed consists precisely of pla- 
cling the complex in this zone. Of course, by treating this delicate matter, 
we are exposing ourselves to the danger of being vulnerable before the 
"selentifiec’ -rguments of the ones who, in one way or another, are respon- 
sible for the large quantities of meat which fail to be produced here year 
after year and the noneconomic expenses caused by those massive transports 
of fodder acquired from the furthest corners of Romania. As it was con- 
ceived, such a system for fatrening the cattle, in particular, is based on 
foddering with as much concentrates as they want. But, as we well know, 
Harghita County does not grow cor, barley or grain in order to have at 
least the bran. The fact is that in its 8 years of existence the complex 
did not even provide 40 percent of the remainder of volume fodder from its 
own production. And, for that reason, year after year it resorted to the 
"{mport" of the 6,000 tons of ciocalai [definition unknown] from the coun- 
tles of Timis, Tulcea and Braila. The complex buys up to half of the neces- 
sary hay. It is true, this is not from other counties but through the con- 
sumer cooperative in Harghita County, but at prices which are double those 
at which they could have obtained from their own production. Nearly 2 mil- 
lion lef are spent annually ‘ust to transport this fodder. 


Certainly, another economic criterion which should heve been taken into ac- 
count ta setting up this zootechnical complex was providing the number of 
animals from local sources. With this specification, we reach the second 
error committed in this case. And this was because, at least until now, 

the contribution of the Harghita County zootechnical farms to populating 

this complex has not exceeded 20-25 percent. The calves are bought from the 
zootechnical farms of some state agricultural enterprises in Salaj, Satu Mare, 
Neamt and Covasna Counties. 


The question correctly is raised: Except for the hay and husks, if the fod- 
der is being bought from other counties as well as the greatest portion of 


animals, what were the reasons for placing this kind of zootechnical complex 
in this zone? 


But added to the mistakes connected with placing the complex in this zone 
are the deficiencies in the design and building of it. Due to the polluted 
microclimate in which they had to live their first months of existence, up 
until a year or so ago only 10 percent of the calves even reached the sec- 
ond phase of fattening. The remaining 90 percent got sick and had to be 
Slaughtered or de'ivered much before reaching the weight forecast. Now, 
however, when this problem is being resolved to a great extent, basic er- 
rors are strikingly being brought out in the construction solutions on the 
basis of which this complex was built. Since the mangers are very short 
compared with the size of the boxes, only 25-30 percent of the little bulls 
have access to the fodder. This brings on a true struggle for existence 
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vuleh more tian once results tn torn hooves or injured legs. Under these 
conditions, with the current system for foddering, even if the move would 
he to 4 stable program every 24 hours, not all the animals would succeed 


in eating untill they were full. 


The greatest trouble, however, is caused by the system for eliminating 
waste. Continually standing with their feet on some damp grating and in 
an area where al! the noxious fumes gather, the little bulls, 90 percent 
of them, begin to limp starting at 250 kilograms. Due to the pain, the 
animals only eat co survive. Under these conditions, the weight gain of 
the suffering e imals falls rapidly from 659 to 350-400 grams per day. 
True, not as many necessary slaughters are being recorded as before, but 
the number of animals delivered at uneconomical weights last year exceed- 
ed 3,100 head while it was 1,000 in the first 5 months this year. This 
means about the same thing but in other terms. 


What have been the consequences of these deficiencies? An average of 128 
kilograms was Lost last year for each animal delivered, with the unit be- 
ing foreed to raise an additional 1,500 animals in order to fulfill the 
plan for meat. In addition, the fattening period for a calve went to 400- 
40 days instead of the normal 330-350 days. In the first 5 months this 
year, the average delivery weight of the animals, true, saw somewhat of an 
increase, but the daily rise in weight gain still is very low and is only 

an average of 348 grams. And this is despite the fact that fodder concen- 
trate {is supplied as much as they want, with the problem of problems contin- 
‘ing to be the animals’ state of health. 


We have discussed the difficult situation of the Sinsimion zootechnical com- 
plex, the errors connected with the placement and building of this project 
not to rake the guilty parties through the ashes and bring them out at any 
price but to combat a certain mentality, a certain mistaken way of thinking 
of some people among those who are directly concemed with coordinating this 
sector. Because, no matter how many exp.anations they would bring us, we 
would answer tlatly that we cannot understand such a totally inappropriate 
method of management. We cannot because nobody can actually show that it is 
to the benefit of the country for some animals to be kept in stables and 
‘ed with corn” grown in Baragan precisely there,in the heart of some spread- 
ut and rich meadows, or with hay sown and brought from the hills instead 
»t taking these calves out to pasture and letting them graze in peace. 


\reoments favoring the superiority of this "pastoral-type concept" are of- 
. to us precisely at the Sinsimion complex. Because here there also is 
another category of calf , fattened, however, in adobe stables. During the 
summer their only source of nourishment is grass in the meadows which, even 
it te is not a complex fodder, has the great advantage of being cheap and 
something which the bulls like. With a cost of only 4 let, the calf here 
incrcases in weight in one day as much as the one from the complex increases 
in two. Om top of this, it arrives already fattened as a true bull, not a 
leformed animal raised under conditions of greater comfort. Even in Simsin- 
‘on many examples may be found which prove that the system of farm fattening 














is not at all less intensive than the one in the industrial-type complex, 
What is more, in the 5 months of this year, this system has not meant 

any energy consumption and has eliminated those consumptions of fuel and 
{rrational transport made in the complex to transport and prepare the fod- 
der. By spending only 4 lei to produce 1 kilogram of meat instead of the 
20 let in the complex, a savings of at least 2,000 lei per calf could be 
achleved, that is, as much as is being lost today to fatten one bull at the 
Sinsimion complex. 


What are the real chances for correcting this complex’ activity? Proceeding 
from the conviction that any improvement made cannot move outside the tech- 
nology specific to this system for raising the animals, the head of the com- 
plex, veterinarian Lu*“ovic Csergo, chose a compromise as a solution: The 
bulls which have reached a weight of more than 250 kg are moved from the com- 
plex to simple stables connected to the mangers. The results are superior 
but, unfortunately the system can only be applied during the summer period, 
when these free stables are found. But to have a basic solution to the 
problem there is a need for much more, maybe, perhaps, even a reconsidera- 
tion of the profile of this complex. The only one capable of deciding is 

the Department of State Agricultural Enterprises which, we hope, will adopt 

a more reasonable measure than the one taken when it decided to remove some 
similar complexes from the impasse through simply annexing them to some cat- 
tle-raising units. Because a year has passed since then and we see that the 
"baby beef" continue to be stubborn and will not add what is desired in daily 
weight gain. Even if, from time to time, the wine spirits create a certain 
state of euphoria for them! 
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